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THE CHANGE IN GREAT BRITAIN’S FOREIGN TRADE 
TERMS AFTER 1900 


THE debate which has been carried on in the columns of the 
Economic JOURNAL and in Economica 1 by Mr. J. M. Keynes and 
Sir William Beveridge on the foreign trade of Great Britain raises 
questions other than those which have been touched by these 
scholars. I venture to suggest some considerations not mentioned 
by them, which bear on the interpretation of the import-export 
figures and bear also on the theory of international trade at large. 
In the notes which follow I shall confine myself to the pre-war 
period; during the subsequent years nothing seems deducible that 
bears on the particular matters to which I would draw attention. 

The entire discussion is concerned with the terms of trade 
(to use Marshall’s phrase) between one country and the series 
of countries with which it deals; that is, to the exchange of 
commodities in terms of physical quantities. It will serve to 
fasten attention more specifically to the problem in hand if we 
speak of the “‘ barter terms of trade.’ And for the understanding 
of what follows it will be convenient to distinguish, still more 
specifically, between the net barter terms of trade and the gross 
barter terms of trade. 

A word in explanation of this distinction. If a country’s 
transactions with foreign countries—say those of Great Britain 
with other countries—include no items other than the imports 
and exports of merchandise, we have nothing to consider except 
the barter of the goods, and we have the simple and uncom- 
plicated ‘‘ net ’’ barter terms of trade. If, however, a country’s 
transactions with foreign countries are not confined to purchases 
and sales of goods, but extend to other matters also, we have 
to distinguish between these net barter terms and the less simple 
gross barter terms. Great Britain, for example, stands to receive 

1 Economic JourNaL for December 1923; Economica, February 1924. 


Cp. a note by Mr. Keynes in the JouRNAL for 1912, p. 631. 
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annually from other countries large sums on account of interest 
and profits on investments abroad, and also on account of the 
earnings of her shipping; on the other hand, she has remittances 
to make on account of fresh loans made by her people—the “ export 
of capital.’”’ These transactions, reflected in the merchandise 
movements, bring about between them the familiar phenomenon 
of the excess in money value of merchandise imports. Now, of 
the total British imports, a part comes in return for exports, or 
is paid for by the exports. <A large part, however, of the imports 
serves to effect payment for the other items; and the excess of 
the money value of imports over exports represents the outcome 
of these other transactions. The two sets of transactions—mer- 
chandise for merchandise on the one hand, merchandise for 
“ invisible ” charges on the other—may, if you wish, be analysed 
as independent, or at least separate. But what in fact takes place 
is that each year one mass of goods comes in as imports, another 
mass of goods goes out as exports. These two masses—always 
reckoned in physical quantities—represent what I would call the 
gross barter terms of trade. 

The figures used by Mr. Keynes and Sir William Beveridge 
bear only on the net barter terms of trade. They are based on 
Professor Bowley’s well-known method,! and are easy of calcu- 
lation. They assume that the money value of the exports is 
precisely equal to the money value of the imports. Assuming 
this, and knowing the prices of imports and exports, we can readily 
compute the direction and extent of the changes in the physical 
quantity of imports received for a given volume of exports. The 
method may be supposed to be familiar to the reader interested 
in these matters. What is important for my purpose is that the 
resulting figures are all based on the supposition that the money 
value of the exports remains in each year equal to the money value 
of the imports. It may be added (this suggestion is due to 
Professor Bowley himself) that the import and export prices 
would be equally serviceable for making the comparisons of changes 
in physical quantities if the imports and exports were, not indeed 
equal, but such as to bear a constant proportion to each other. 

As a matter of fact, however, the imports and exports of Great 
Britain, and indeed of any other country, are unequal in money 
value; and they bear no constant proportion to each other. 
The imports of Great Britain throughout the period under con- 
sideration (1880-1914) greatly exceeded the exports; and, more- 
over, they exceeded the exports by amounts that varied widely 


1 See Economic Journat for 1897, p. 274. 
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and irregularly from year to year. The gross barter terms of 
trade are very different from the net barter terms of trade. And 
not only are they different; the changes that take place in the 
gross barter terms of trade are not so easily computed. 

It is a matter of no great difficulty, however, to set up indices 
of changes in the gross barter terms of trade similar to the indices 
showing changes in the net barter terms. The following figures 
for Great Britain’s trade in 1890, 1900, and 1910 will indicate the 
procedure : 





DERIVED INDICES. 


VALUES oF IMPORTS AND Exports 
(million dollars). 





Relative 

















| Relative | 
Values at Prices Physical | = 
Recorded Values. of 1900. Quantities | ee 
| 1900 = 100). | ae ne 
| | ( (6) + (3) 
| : 
ens j | 
| Imports. | Exports. | Imports. | Exports. | Imports. | Exports. | 
(I) | (2) | (8) (4) (5) (6) (7) 
1890 356 | 263 | 333 278 72-4 98-6 136 
1900 460 | 291 | 460 291 100 100 100 
1910 575 | 430 525 438 114-1 | 150-3 132 








Columns | and 2 give the actual (recorded) values of the imports 
and exports. Columns 3 and 4 give the values of these imports 
and exports as they would have been at the prices of 1900. The 
prices being reduced to identical terms, a larger or smaller money 
value then indicates a larger or smaller physical volume; and 
Columns 3 and 4 serve to give an index of the changes in quantity 
of imports and quantity of exports. Columns 5 and 6 then show 
in what way the quantity relations of 1890 and 1910 compare 
with those of 1900. The year 1900 is taken as the base for this 
purpose, as it is for prices. ‘The proportion of exports to imports 
in 1890 is compared to the proportion (taken as 100) of 1900. It 
appears that in the year 1890 much more of exports was sent out 
for a volume of imports than was given in the base year 1900. 
Working out the proportion for 1910, it appears that in 1910 also 
the quantity of exports exchanged for a given volume of imports 
was much greater than in 1900. 

In other words, Column 7 gives an index of changes in the 
gross barter terms of trade. The figures are of the same sort as 
those used by Professor Bowley, Mr. Keynes, and Sir William 
Beveridge. They are different, however, in that they relate to 
the entire volume of the physical movement. They do not 


indicate the changes in the quantity of exports needed to buy a 
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NoTES ON THE TABLE. 


Data in Roman are transcribed; data in Italics are computed. 

* The value of the exports of ships and boats (new) with their machinery is 
included in 1899 and subsequent years. The value of such exports was not 
recorded prior to 1899. 

** For the years 1880 to 1898 these figures are computed with reference to 
the exports of 1900, excluding ships, ete. Since for 1900 the exports of ships 
and boats (new), etc. were £9-2 millions, the exports excluding these items were 
for this year £282 millions. 

Sources: for 1900 and subsequent years the data in Roman are published 
annually in “ British and Foreign Trade and Industry ”’ (e.g., Parliamentary 
Papers for 1912, Vol. 35, Cd. 6314, p. 9). 

The data for the years 1880 to 1899 were obtained as follows : 

Columns A and E, ‘“ British and Foreign Trade and Industry, 1854- 
1908,”’ Cd. 4954, p. 19. 

Column G, ibid., p. 538. These figures were computed by the Board of 
Trade from data published annually in the London Economist. 
Column B, for the years 1880 to 1899 the figures were derived by dividing 

the declared value of total imports (not net imports) by the estimated 
value of these total imports at 1900 prices as computed from data 
published annually in the Zconomist (see “‘ British and Foreign Trade 
and Industry, 1854-1908,’ Cd. 4954, p. 53). Total imports were 
used because the estimated values of net imports at 1900 prices were 
not directly available. In applying the import price index thus 
obtained to the declared value of net imports (Column A) to obtain 
the estimated values of these net imports at 1900 prices (Column C), 
it is assumed that the import price index as calculated from data of 
total imports would not differ significantly from an import price 
index computed from net imports. 
=P,Q 


Column OC, figures derived by use of formula PB =P,Q; = SP,Q;, which gives 
=P.Q: 

the estimated values at P, prices. , 

Columns D and H, calculated as indicated. 

For 1900 and subsequent years figures in column B are computed by formula 
A | 221% 
C ° sP.Q; 

Column F, = (1880-1913). 

Column I gives the index of changes in the net barter terms of trade; Column 
J gives that of changes in the gross barter terms. 


(Paasche’s formula), which is the price index. 





given volume of imports on the suppositions which underlie 
Professor Bowley’s figures, namely, that the transactions com- 
prised solely merchandise items and that the money value of 
exports and imports was the same (or that they maintained a 
constant proportion). They represent the changes in the volume 
of exports that actually went out in relation to the volume of 
imports that actually came in—the trend of the whole barter 
trade under the complex and shifting conditions that in fact 
prevailed. 

I have calculated the index of the gross barter terms of trade, 
and will ask the reader to compare it with the index of net barter 
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terms. The table on p. 4, above, gives the figures in detail, and 
will enable the reader to check the calculations. The chart, below, 
shows the main relations at a glance.} 

Let the reader’s attention be given first to the upper two lines 
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sevseeseeeee Ratio of quantity index of exports to quantity index of imports 
(Gross barter terms). 
+= Ratio of price index of imports to price index of exports (Net barter 
terms). 
Wage index, Labour Department, Board of Trade. 


Base: 1900. 





of the chart. The broken line (uppermost at the beginning and at 
the end) shows the changes in the gross terms of trade; the solid 
black line those in the net terms of trade. The two lines show some 
similarities of movement, but also striking divergencies. Both 


1 In the preparation of the table and chart I have had the invaluable services 
of a former student, Mr. A. G. Silverman, now a member of the instructing staft 
in Economics at the Massachusetts Institute of Technology. 
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indicate that between 1880 and 1900 the barter terms of trade 
became more favourable to Great Britain; a declining quantity 
of exports was given for the same quantity of imports. Beginning 
about 1900, however, the trend of the lines is different. The 
gross barter terms became distinctly less favourable to Great 
Britain. The net barter terms, while showing also some tendency 
to become less favourable until 1911, revert thereafter to the same 
position as that of 1900. The range of fluctuation is obviously 
much wider for the gross terms than for the net terms. 

How significant, now, are these gross barter terms ? and what 
explanations and calculations should be borne in mind when 
interpreting them ? 

Among the “invisible” items in Britain’s foreign trade 
(I should prefer, if usage could be changed, to speak of them as 
the “ non-merchandise ”’ items) the large ones are, first, income 
from foreign investments; second, earnings of shipping; and 
last, the outgoing stream of loans, or the export of capital. Of 
these items, the first, income from foreign investments, was stable 
in its trend during the period in hand. It was steadily increasing, 
with no marked variations from year to year; and it is a fair guess 
that its total amount maintained about the same proportion to 
the total merchandise items. The other two items were not 
steady. Shipping earnings fluctuated from year to year; the 
export of capital fluctuated still more. It is the last-mentioned 
that accounts more than any other for the variations from year 
to year in the proportion between money imports and money 
exports. It is this which chiefly leads to the fluctuations both in 
the net barter terms of trade and in the gross barter terms of 
trade. 

Consider now what these several non-merchandise items mean 
in any one year as regards the effect of foreign trade on Britain’s 
material prosperity. Shipping earnings have a different economic 
significance from the other two. Shipping services are strictly 
in the nature of exports. What Great Britain gives in any year 
in order to pay for her imports of that year includes not merely 
the recorded exports, but the freight and passenger services which 
she renders to other countries and which are at once paid for. If 
one were to construct figures showing the physical incomings of 
foreign trade and the physical outgoings, one should include the 
item of shipping services among the outgoings. And for the 
purposes of the computations and indices here under consideration, 
one would have to include, among the export prices, the prices 
(rates per ton-mile, say) of shipping services, just as one would 
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include the services themselves among the physical exports. It 
is conceivable that these prices (shipping rates) would show a 
different trend from the prices of other articles of export; and it 
is possible, accordingly, that there would be changes in the 
valuations of the imports and exports when reduced to the prices 
of the base year. I have no means of knowing whether the price 
changes for shipping services would be different from the price 
changes for other exports. Probably no such marked differences 
from the trend of other prices would appear as to invalidate the 
index figures, either as regards the net terms of trade or the gross 
terms of trade. 

The export of capital is a different matter. Here is a trans- 
action of quite a different kind, and quite different in its immediate 
consequences. Here Great Britain makes payments to other 
countries, but for the time being gets nothing whatever in return. 
Presumably she will get interest or profits in the future; some 
beginnings of a return perhaps within a year or two. But for 
the time being—for the current year, say—she gets nothing. 
Yet, for the time being, she gives something. The payments 
which she has to make to other countries on account of the new 
loans are effected through merchandise movements. The rapidity 
with which changes in this item (or, rather, changes in the total 
of the invisible items) are reflected in movements of physical 
merchandise is a striking phenomenon; but it is one well attested 
by experience. If this item (export of capital) were the only one 
in the foreign trade account, over and above sales and purchases 
of merchandise, the trade as a whole would show in money value 
an excess of merchandise exports. Britain’s foreign trade being 
such as it is, with an established excess of imports, the new loans 
cause, not an absolute excess of exports, but a diminution in the 
excess of imports. So far as concerns the changes in the relation 
between imports and exports, it is not material whether there be 
an actual excess of exports or a diminution of the excess of imports. 
In either case the outgoing loans mean that for the time being 
Great Britain is led to export more goods than she would otherwise 
do. In other words, she sends out more exports than before for a 
given volume of imports. 

The same considerations which hold good of the export of 
capital hold good also of the third item, the largest of all—income 
from foreign investments. They hold, that is, with an inverse 
significance. When interest and profits on foreign investments 
cause the money value of imports to exceed the money value of 
exports, and also (we may feel certain) cause a greater physical 
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volume of imports to come in than would come without this 
factor, Great Britain for the time being gets something, but gives 
nothing. Her outgoings took place in the past, at the time when the 
original investment was made—a decade or a quarter of a century - 
before. What then did go out, in the way of merchandise exports, 
is done and gone. What now comes in, in the way of swelled 
imports, has no relation to the older movement—that is, no 
relation that bears on the present gain, or change of gain, from 
international trade. The payment of the income brings about 
larger imports into Great Britain than would otherwise come; 
because of it, she gets more imports than she would otherwise 
get for her volume of exports. The gross barter terms of any year 
are made better by the income of that year from investments, 
just as they are made worse by the capital export of that year. 

The outstanding variable factor, to repeat, is the export ot 
capital. It is this which explains the changes that appear in the 
net terms of trade and the more striking changes in the gross 
terms of trade. Above all, it seems to explain the change which 
is so marked about 1900. The gross terms of trade become 
distinctly less favourable to Great Britain after 1900, and very 
much less favourable from 1905. The change in the net barter 
terms is in the same direction, though not so marked. The 
genera] trends for the decade seem to reflect the extraordinary 
burst in the export of capital which then took place and which 
reached its climax two or three years before the war. 

I submit that the thing which signifies, as regards the growing 
or lessening gain which is secured by Great Britain year by year 
from her foreign trade, is the trend of the gross barter terms of 
trade. The net terms rest on suppositions contrary to fact—that 
the money values of imports and exports are equal, or that they 
maintain constant proportions. The gross terms of trade represent 
what is happening; they show the drift of the changes which are 
actually taking place. These changes, no doubt, may not be 
accurately shown in the figures here given. If careful count 
could be taken of shipping services and earnings, of shipping and 
rates, and if account could be taken also of other items that 
represent for each year a quid pro quo—tourist pleasures and tourist 
expenditures, for example—-the figures might be sensibly different. 
But is it not figures of thas sort that we should try to get in order 
to ascertain whether the foreign trade of Great Britain tends year 
by year to become more or less advantageous to her ? 

I turn now to another aspect of the problem. Whichever set 
of figures is viewed, the general indication is that the terms of 
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trade between Great Britain and other countries tended to become 
more favourable to Great Britain between 1880 and 1900, and that 
after 1900 there was either a relaxation of the favouring tendency 
or a distinct reversal. The concrete way, however, in which a 
country secures more favourable terms in international trade is 
through its money incomes. More favourable terms mean rising 
money incomes; less favourable terms declining money incomes. 
Money incomes are presumably congruent in their movement 
with that of domestic prices. We should expect in Great Britain 
a tendency towards rising money incomes until 1900, and there- 
after either falling money incomes or a check in the upward 
movement. 

If the reader will glance at the chart again, he will observe 
the lower line, which indicates the movement of money wages in 
Great Britain between 1880 and 1914.1. The movement is upward 
until 1900. Thereafter it shows no marked inclination one way 
or the other—certainly not before 1911. The inverse relation 
between money wages on the one hand and the barter terms of 
trade on the other hand is unmistakable. It gives every indica- 
tion of an inverse correlation. Precisely that sort of correlation 
we should expect on grounds of theory. 

The failure of money wages to rise in 1900-1915, and a corre- 
sponding failure of commodity wages to rise, has been recognised 
as a puzzling phenomenon, or at least one calling for explanation. 
It has been discussed by Professor Pigou, among others, in the 
Economic JOURNAL (1923, p. 163). May it not be explained, at 
least in good part, on the grounds here suggested—as the result or 
concomitant of a change in the conditions of international trade ? 
The decade after 1900 was one of extraordinary economic activity, 
in which an upward movement of wages—both money wages and 
commodity wages—might have been expected. In Great Britain, 
however, an outstanding phase in the general upward movement 
was the increased export of capital. The effect of this factor, 
standing alone, would be to cause a lowering of money incomes and 
of domestic prices. Coming as it did at a time when other factors 
were causing a world-wide rise in prices, its effect would be to 
prevent money incomes (wages among them) from going up as 
much as they otherwise would. 

F. W. Tavssie 


Harvard University. 


1 The line is based on the Board of Trade figures given in the Seventeenth 
Abstract of Labour Statistics, Cd. 7733, p. 66. They give the index for all occupa- 
tions, ¢.e. including agriculture. 





























THE FARMERS AND THE GRAIN TRADE IN THE 
UNITED STATES: AN INTERPRETATION OF THE 
PRESENT POOLING MOVEMENT 3 


Introductory.—Students of the grain trade are much im- 
pressed with the world-wide discontent over price among wheat 
farmers. The farmer has a feeling, amounting to a conviction, 
that the price is determined by the methods and the machinery 
of the market, rather than by any underlying conditions of 
supply and demand. He feels that if he could change the flow 
of the grain to market he could change the price. He favours 
so-called ‘‘ orderly marketing.” 

In Australia, Canada and the United States to-day we see 
the farmers forming gigantic pools for the marketing of their 
wheat. In the United States alone there have been formed 
fifteen state-wide pools. 

The purpose of this paper is to analyse and interpret this 
movement, so far as it applies to the United States. To give 
a correct picture of the present situation, however, it is necessary 
first to give the economic background, showing the significant 
changes in the consumption, the production and the distribution 
of wheat. 


I. CoNSUMPTION AND PRODUCTION 


This background must be sketched very rapidly, in order 
to have space to discuss the pools. 

As recently as fifty years ago the average American farmer 
in the wheat-producing section—and that included most of the 
states in the Union—took his own wheat to a small near-by 
mill and exchanged it for flour. Thcse were the days of the 
small flour-mills, using the ancient type of mill-stones. This 
made a wholesome flour although not of snowy whiteness. This 
flour was, in turn, baked by the housewife into bread. I do not 
claim to be an old man, but I personally remember a certain 
Kansas farm home, some forty years ago, where, one morning, 
the mother announced to the father that the flour barrel was 





1 An address before Section I° of the British Association, Toronto, Canada, 
August 13, 1924. 
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empty, and he must go to mill; the father replied that the 
granary was empty, the wheat was gone. That day, for the 
first time in the life of this household, flour was bought at a 
grocery store. This small incident represented the beginnings 
of a big evolution in the grain trade. About this time the steel 
roller began to displace the old-fashioned mill-stone. Soon the 
“Hungarian process,” as it was called, spread throughout the 
country. The first effect was to kill off the small country mills. 
Larger units were more economical. Mills grinding from 1000 
to 60,000 barrels of flour a day were built. This was the first 
phase of the evolution. When the farmers’ wives began to go 
to grocery stores to buy flour, they soon found it was just as 
easy and simple to buy bread. The second phase of the evolution 
then was the coming of baker’s bread into general use. This 
change in the consumption habits of the people in turn affected 
the production and the values of the wheats grown. The bakers, 
of course, made whiter bread than the home-made bread. But 
they soon found that the harder wheats made stronger flour, 
and the dough of stronger flour absorbed more water and made 
a bigger loaf. This, of course, added to the demand for the 
hard spring wheats and to the hard winter wheats. Durum 
wheat, however, although a hard spring wheat, and producing 
palatable and wholesome bread, unfortunately makes yellow 
flour and hence is shunned by millers. Soft wheats, once in 
universal demand for local consumption in home-made bread, 
are now at a discount. 

In favour of the soft wheat consumption, however, there still 
remain two considerable factors—the industries manufacturing 
crackers (“ biscuits,” to use the English term) and the white 
people of the Southern States, who still use the American hot 
biscuits. However, from the standpoint of market evolution 
we are now in the age of bakers’ snow-white bread and the large- 
scale flour-mill. 

Grading.—The standardisation of our wheats, or, in other 
words, the working out of definite, scientific federal grades, was, 
I believe, the biggest single forward step we ever took towards 
better marketing. We are yet far from the goal here, however. 

In the year 1908 there came to President Roosevelt a remark- 
able document from the Chairman of the International Com- 
mittee on American Grain Certificates. This Chairman, a member 
of the London Corn Trade Association, submitted certain facts 
about faulty American grain grades used in export trade and 
suggested, with most delicate British courtesy, that the American 
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laxness was due to “errors or worse,” in the grading methods of 
recent years. 

We saw the point. 

The effect of this foreign criticism, added to existing American 
discussion of the subject, was to hasten the passage by Congress, 
in the year 1916, of the Federal Grain Standards Act, giving the 
Department of Agriculture authority to formulate and put into 
effect federal grades for grains, and also providing for federal 
supervision of State Inspection and Grading. In other words, 
the states would, after this date, use only uniform federal grades 
for grain going into interstate and foreign commerce. 

The one outstanding advance in production of wheat made 
in the United States in the past fifty years has been the intro- 
duction of that type of hard spring wheat known as Marquis. 
And that was Canada’s gift to us. Thank God there are no 
tariff walls against ideas, as there are against commodities, 
or we would still be living in the intellectual Middle Ages, as 
we still are living, in my country, under the mercantile system 
of the seventeenth century. We ought to pay a tribute to Dr. 
Charles E. Saunders, Dominion Cerealist, Central Experimental 
Farm at Ottawa. 

Farmers’ Efforts at Marketing.—Before entering upon a dis- 
cussion of the current Pooling movement, it is necessary for me 
to refer to two other movements in the nature of direct attempts 
by the farmer to market his grain. One of these movements 
has been a great success, one a complete failure. I refer, in the 
first place, to the farmers’ local co-operative grain elevators, 
some five thousand in number, and now a success for some 
forty years; and in the second place, I refer to the big terminal 
marketing scheme, the United States Grain Growers, born in 
1921, dead in 1924. This latter was a gesture by the American 
Farm Bureau Federation, desiring to do something in marketing 
on the grand scale. This hastily concocted scheme proposed 
to bind the farmer with a contract so that all his grain for five 
years should be sold through this agency. But since no adequate 
selling machinery was provided, the 50,000 farmers who signed 
the contracts disposed of their grain through the usual channels. 
The farmers who joined each paid a ten-dollar fee for that 
privilege. The managers not only dissipated the $500,000 thus 
collected, but $250,000 more borrowed from friendly State Farm 
Bureau federations. 
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IT. Pootrne 


Introductory.—There is now on foot in the United States a 
movement to form a great national wheat pool. The plan of 
the promoters is ultimately to join forces with an international 
pool, including Canada, Argentina and Australia. 

Definition —A wheat pool may be defined as a combination 
of producers who entrust to paid managers, hired for that pur- 
pose, the complete and unqualified control of the storage and 
selling of their wheat. In actual practice the American wheat 
pool is either state-wide, or embraces an area covering several 
states. The essence of Pooling is, the small, individual competing 
farmer dealing direct with the single, highly centralised, powerful 
corporation. To this central body the farmer is bound for a 
long term of years, five or seven, with a legally binding contract. 
This is frequently but erroneously called the ‘ California Plan ” 
of marketing. There is little doubt in my mind that if Cali- 
fornia’s most successful co-operative marketing concern, the 
California Fruit Growers’ Exchange, should begin to pool the 
orange crop of the state in one big central pool, thus eliminating 
| the functions of the two hundred powerful, vital, active local 
co-operative associations, it would mean the immediate downfall 
of this very useful association. 

Economic Philosophy of Wheat Pools.—The economic philo- 
sophy of the wheat pool may be expressed in one word—control. 
The pooling movement, when analysed, is seen to imply control 
of markets, monopoly (although that hated word is never used). 
Pools strive for size enough to “ dominate the market,” and all 
that that implies in the way of price control, as I shall show 
later. In short, these agrarian pools seem to be like the old 
industrial pools which were so familiar in the late 70’s and 
the 80’s. 

Industrial Pools—The industrial pools were created for 
overcoming what was then termed the evils of competition. 
Prices were too low to enable all the competing plants to stay 
in business. The manufacturers, in turn, refused to consider 
the evil to be over-production, but placed the blame on the 
marketing system. A typical illustration of this fact is the 
Michigan Salt Pool, which functioned during the 70’s and 80’s. 
Mr. J. E. Shaw, President of the Michigan Salt Association (a 
small combination of salt manufacturers), issued a circular 
January 8, 1876, to all the salt manufacturers of Michigan, 
calling a meeting to effect an organisation. In this circular 
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he used language which, by a substitution of the word wheat 
for salt, would fit the wheat pools of to-day. He said, in part : 


*** Organised we have prospered. Unorganised we have 
not.’ This is the experience which we have been paying 
dearly for. . . . The trouble lies in the marketing of the 
product. Each man has taken care of (or attempted to) 
his own product. . . . The other salt districts of the United 
States are now organised, and are ready to treat with us 
(as soon as we have an association) relative to fixing and 
maintaining prices, dividing the territory, and making other 
arrangements, which will inure to the advantage of the 
trade. But we must first be organised. They cannot 
treat with individuals.” 


The Salt Pool was accordingly organised. Indeed this was 
the epoch of industrial pools. This pool prospered very well, 
for a time. But it had no power to limit production: hence 
new wells were sunk continually. Later a New Jersey trust 
was formed, displacing the pool. Still later, a holding company, 
the International Salt Company, was formed, followed by a 
period of extravagance, mismanagement and failure. 

In a similar way the Whisky Trust began as a whisky pool, 
called the Western Export Association, to limit output and to 
export the surplus even at losing prices. This combination 
later took the trust form, to increase its strength. Then owing 
to scandals, speculation and mismanagement the trust took the 
form of a holding company, and again it underwent various 
reorganisations. 

In a similar way the story might be recorded of various other 
pools, such as the Bessemer Steel Pool, Wire Nail Pool, the 
Gunpowder Pool, the Envelope Manufacturers’ Pool, Merchants’ 
Ore Association, Steel Rail Association, Candle Manufacturers’ 
Association, Addyston Pipe Company, Plate Pool, and scores 
of others. 

These pools all failed and passed out of existence. They 
did, in many cases, give place to a reorganisation in the form 
of the so-called trust. Then the period 1898-1901 is generally 
referred to as that of the ‘“ consolidation craze ’’ in the United 
States. In John Moody’s book, the 7'ruth About the Trusts, 
published in 1904, he gives the names and capitalisations of 416 
“trusts? with a total capitalisation of over twenty billions of 


dollars. He also includes a list of 35 “ disintegrated, defunct 








16 THE ECONOMIC JOURNAL [MARCH 


and inactive trusts.” And in the twenty years since that date 
he could add most of the other 416 to the list of “‘ disintegrated, 
defunct” trusts. But a few powerful ones, like the United 
States Steel Corporation, have survived. And in this connection 
it is interesting to note that the organisers of the wheat pools 
state and reiterate in all their speeches that they propose to do 
for wheat exactly what the U.S. Steel Corporation does for steel. 
Is it necessary for me to pause at this point and point out the 
utter fallacy of this argument? There are fundamental and 
irreconcilable differences between the farm and the factory, 
between the wheat pool and the steel corporation. The steel 
company produces steel. The pool does not produce a bushel 
of wheat; it is only a marketing agency. The steel company 
controls absolutely the quantity and quality of the steel it makes. 
But the individual farmers themselves who produce the wheat 
cannot control the quantity; the weather does that. Neither 
do they control the quality within any definite limits. Thus 
in the spring of 1916 the North Dakota farmers planted No. 1 
Northern wheat, and produced ‘‘D Feed” wheat. Hot, dry 
weather did that, and the farmer cannot control weather. When 
the steel company finds a railroad desiring 130-pound steel rails, 
it does not produce 90-pound rails to meet this demand. It 
produces only a standardised article and it produces the quantity 
needed. So the first two fundamental and irreconcilable differ- 
ences between farm and factory are these two of quantity and 
quality. And there is a third, namely, the elasticity in demand 
for the product. Agriculture is producing food for the human 
stomach, and this same stomach can expand a little, perhaps 
10 per cent. Then it can hold no more bread and meat. But 
there is absolutely no limit to possible human demand for 
industrial products. If a man builds himself a $5000 home, is 
he satisfied? Not if he prospers; he will have to have a $10,000 
home. A little more prosperity, and he wants a $25,000 home, 
or a $100,000 home, and so it goes on. Hence the farmer pro- 
ducing food is not in the same class with the factories producing 
industrial commodities. Yet how persistent is the fallacy that 
the wheat pool (producing no wheat) is going to copy the 
merchandising methods of the steel corporation (a producing 
organisation). 

Wheat Pools: Aims.—But to come back now to our wheat 
pools. What is the real goal, the actual aim of the pool? The 
one unifying principle running through all our wheat pools is 
the aim to control the price of wheat. This aim is hinted by 
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some organisers, plainly stated by others. As evidence, a few 
of these leaders may be quoted : 

Mr. George E. Duis, President of the North Dakota Wheat 
Pool, giving the principal address at the Kansas City Convention 
of Wheat Growers, December 4-5, 1922, said: 


“The ultimate aim of the wheat growers is to put a 
price tag on a bushel of wheat. When anybody says it 
can’t be done, I don’t believe that person knows what he is 
talking about.” 


Mr. W. H. Settle of Indiana, member of the Organisation 
Committee of the Indiana Wheat Pool, makes the following 
statement in the pamphlet, Merchandise Your Wheat, issued in 
1924 by the Indiana Wheat Growers’ Association : 


“Everybody sets a price on what he sells except 
the farmer. Why shouldn’t we have a voice in naming the 
price on the products we sell? Let’s get control of the 
flow of the wheat crop through our own association and 
be able to merchandise it in a way that will let us have a 
voice in making prices. Saving a few of the handling charges 
would be merely saving pennies and letting the dollars go 
by. What we have got to do is to handle our crop so that 
it is worth more in comparison with what we have to buy. 
We want to increase the price level of wheat in comparison 
with the manufactured goods and living expenses.” 


Ex-Governor Frank O. Lowden of Illinois, Chairman of the 
National Wheat Growers’ Advisory Committee, states in a 
pamphlet, Pooling the Nation’s Wheat, published in 1924 by his 
Committee : 


““ Tf we were organised we would direct our wheat as the 
steel industry controls the flow of its steel. We would say 
to our mills: ‘Our wheat costs us so much; there is not 
any more than is needed for consumption; if you want 
to grind our wheat you must pay the price.’ That is what 
everybody else does.” 


Please note here the emphasis on the “ flow ”’ of steel, rather than 
on the quantity and quality produced. 

At the July 15, 1924, meeting of the North Dakota Wheat 
Pool, Secretary J. A. Scott reported that it was not the purpose 
of the pool to get more for members than for non-members, but 
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to raise the price level by virtue of controlling a majority of the 
wheat crop and by controlling its flow to market. 

However, the chief spokesman for the present pooling move- 
ment is the thrifty young California Attorney, Aaron Sapiro. 
In his address, February 18, 1924, before the Indiana Wheat 
Marketing Conference, Indianapolis, he used these very plain 
words : 


“When we go into co-operative marketing activities, 
do we say we are simply going to try to get some little 
economy in the handling of wheat? No, because you and I 
know that we can’t handle wheat as far as the physical 
handling is concerned any more cheaply than the big elevator 
companies that are now operating both in the United States 
and at terminal points and in the export handling of wheat. 

** When it comes to the economics of physical handling, 
they have that system perfected so that we cannot hope 
to excel it. Those brokers and those wheat producers who 
talk about co-operative marketing as though it is some 
divine system which is going to assist in some way in cutting 
down simply the handling charges of wheat, they are simply 
fooling themselves. There is no such thought in co-operative 
marketing. .. . 

** We don’t say that the purpose of co-operative marketing 
is to introduce any economy in the physical handling of 
grain, because we think that particular point is absolutely 
too trifling to bother about. What are we trying to do? 
When we talk of co-operative marketing we say this: We 
are interested in raising the basic level of the price of wheat.” 


The slogan of the Indiana Wheat Pool is, therefore, naturally 
enough, ‘‘ Merchandise Your Wheat.” The implication is clear. 
Control the flow: control the price. It is not economies, but 
price control, which is sought. Now, in my solemn judgment, 
this is not co-operative marketing at all, but a mere farmers’ 
| trust, like the old industrial trust. As evidence of the correct- 
| ness of my judgment here let me cite the case of the California 

Farmers’ Raisin Growers’ Trust, recently reorganised as a 
co-operative marketing association. 

After enjoying monopoly, price control and a brief prosperity, 
this farmers’ trust was plagued by the inevitable increase in 
production which their artificial price level stimulated. Experi- 
ence taught them a very simple but very fundamental truth about 
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real co-operative marketing which they announced in their 
official organ, Associated Grower (March 1923, p. 8), in these 
words : 


‘The future returns of the farmers can be increased 
either by savings in the cost of production or savings in the 
cost of distribution.” 


In the last number of this paper which has come to my desk 
(July 1924), a review is given of the raisin industry from January 
1923 to July 1924, contrasting conditions under the newly 
organised, actual co-operative, and conditions eighteen months 
earlier under the old pseudo-co-operative, price-fixing association. 
The old contract had proved unsound. The industry faced the 
fact of over-production. At no time following the war was the 
association able to sell the whole crop including the carry-over. 
The maximum tonnage ever sold in any one year was 140,000 
tons; yet the crop of 1923 was 270,000 tons, and the carry-over 
from 1922 was 100,000 tons. So the old association piled up 
liabilities of $18,000,000 and found itself at the end of its row. 
Thanks to good leadership, the raisin farmers are now reorganised 
on the basis of co-operative marketing for savings, not for 
profits. 

Surplus Problem.—‘‘ With the flow to market controlled 
there is no surplus bugaboo,” says the official pamphlet, 
Merchandise Your Wheat, issued by the Indiana pool, with a 
blessed oblivion of California’s experience. The wheat plan is 
here outlined under which the surplus would be dumped abroad 
at whatever price it would bring, “ without letting the foreign 
price determine the American price.” 

Methods of organising Pools——Enough has been said to 
indicate the aims of the pool at price control. Now a brief 
statement of the methods of organising pools. This practice 
has now become thoroughly standardised. It is almost reduced 
to a formula. A big meeting is held. Evangelistic speeches are 
made by impassioned orators. A whirlwind “ campaign” is 
put on, during which small squads of men in high-powered 
automobiles carry their selling attack to substantially every 
farmer in the state. This is called the ‘‘ Drive ”’ for the sign-up. 
A large percentage of the farmers reached thus sign the long, 
legally-worded contract, even without reading it, not to say 
understanding it. An official organ is at the same time estab- 
lished and issued by the central office, carrying propaganda 


material, based on the familiar psychology of attack, and en- 
C2 
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livened with anti-middleman cartoons. Challenge and defiance 
are hurled at all the existing agencies in the handling of grain 
or in issuing market news. Broomhall of Liverpool is ridiculed 
when he forecasts large crops. Thus the Producer stated (Sept. 2, 
1922), ‘‘ Broomhall runs riot in Estimates ’’; “‘ Producer forecasts 
shortage in Europe.” The Grain Exchanges are roughly handled. 
Much crude wit is displayed in explaining to farmers the iniquities 
of “ poker wheat,” hedging, speculation, manipulation. 

Pools organised to Date-——There are, roughly speaking, four 
distinct wheat-pooling movements in the United States: (1) the 
South-west, (2) the North-west, (3) the Scattered Pools, and 
(4) the National Wheat Pool, aiming to consolidate the three 
preceding ones. 

The South-west pool began in Oklahoma in a small way in 
1919, and now comprises the two states of Oklahoma and Texas. 

The North-west pool began in 1920, in the two states of 
Washington and Idaho. In 1921 it took in three additional 
states, Oregon, Montana and North Dakota, and changed its 
name to the North-west Wheat Growers. The leaders of the 
movement made plans to push the movement to include the 
twelve north-west wheat states. The drive was made in 1923, 
and four states were added—Minnesota, South Dakota, Nebraska 
and Colorado. The name of this pool is now changed to the 
American Wheat Growers, and a seat is obtained on the Minne- 
apolis Chamber of Commerce. 

These two pools, then, included eleven wheat-growing states. 

Scattered pools, if I may use the term, were formed inde- 
pendently in the four states of Arizona, California, Indiana, 
Kansas. This brought the total number up to fifteen. 

A National Wheat Pool movement was launched, according 
to the standard formula, at a Chicago meeting, October 8, 1923, 
the heavy artillery of the movement being brought into action 
here. This was followed by a similar meeting at Indianapolis, 
February 18, 1924, and soon thereafter the drive for a ‘‘ 40 per 
cent. sign-up’ in Indiana was carried on. The Indiana Farm 
Bureau furnished the men and the automobiles for the campaign, 
and the objective was easily reached. The big drive was then 
shifted to Kansas, and an even stronger battery of national 
co-operative orators (not familiar with wheat marketing) was 
brought into action. But since Kansas was already enjoying 
three large co-operative grain marketing schemes, the generals 
of the new campaign were forced into a peace without victory, 
and a compromise was reached whereby the three competing 
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co-operatives were induced to co-operate with one another in an 
amalgamated form. 

Operation of Pool.—Of course the first big question to answer 
about the operation of the pools is—Volume of business done 
and Cost of operation. The volume is definitely known, although 
there is a little uncertainty about costs. On the 1922 wheat 
crop there were actually twelve state pools at work, and they 
handled 24,000,000 bushels of wheat. This is 2:8 per cent. 
of the crop. Of the 1923 crop there were ten state pools at work, 
and they handled 26,000,000 bushels, or 3-3 per cent. of the 
crop. 

The bushels handled and handling costs of the 1922 wheat 
pools (omitting transportation) ran as follows, in cents per 
bushel : 


Oregon . . .  . 2,500,000 bushels . . 8-5 cents 
Menegas. . «. « « « 3985,760 me 4 « ER&o ,, 
Montana . . . 5,693,000 ie . IS « 
North Dakota. . . . 3,141,000 = . tak 5. 
Okla.—Tex. . . . . 3,122,000 - . 146 =, 
Nebraska . . . . . 396,860 ss >. Lee ,, 
Idaho . . .«. « « « “424,000 es ~. 28 


Taking, for instance, the findings of our Federal Trade Com- 
mission on the buying margins of country elevators, exclusive 
of transportation costs (that is, the actual deduction from the 
terminal price received by the farmer), we have the following 
comparable figures of costs for the five crop years 1912-1917: 


Line elevators . . . . . . . 591 cents per bushel 
Co-operative elevators >: . « =» Gene a a 
Millelevators . . . . . . . 6:65 < ms 
Independent elevators 3 0s en 2 SERGE se a 


Paying the Grower.—Pools are supposed to run one year. 
However, in closing the pool and making final payment to grower, 
sometimes a few months beyond the yearelapse. It is customary 
to borrow money and make the grower a substantial advance, 
60 or 70 per cent. of the value, early in the crop year. As the 
wheat is sold, additional payments are made. After twelve or 
fifteen months final settlement is made. The Kansas Wheat 
Pool of 1922 was closed in August 1923. The North Dakota 
1922 Wheat Pool was nominally closed in June 1923. However, 
about 1,000,000 bushels of wheat (one-third of the year’s receipts) 
came in at the end of the pool, when the price was six or eight 
cents lower than it had been in the fall. Consequently this 
wheat was held for an anticipated rise in price (7. e. a speculative 
profit), and final settlement made in August. The price change 
meantime was downward. In other words, the wheat held by 
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the pool for higher price was sold on a falling market, the decline 
amounting to approximately $70,000. 

Success of Pools.—Does pooling pay? Yes, on a rising 
market. No, on a falling market. Since the market falls as 
often as it rises, it is evident that the speculative gain, in the 
long run, by holding wheat into the winter and spring.amounts 
to nothing. For instance, the small Oklahoma pool of 1919 
sold some wheat the following spring at an advance of 50 cents 
a bushel over harvest-time prices. But the Oklahoma and 
North-west pools found that the 1920 crop had fallen in value 
$1-00 a bushel from harvest-time till the next spring. In other 
words, the first speculative gain of 50 cents was offset by a 
speculative loss of one dollar a bushel. The 1921 crop main- 
tained an even price in the spring compared with harvest. The 
1922 crop showed a 25 cents decline; the 1923 crop showed a 
10 cents decline. In other words, in the five crops, 1919-1923, 
market prices showed a gain one year by holding wheat till 
spring, an even break one year, and a loss three years. 

In the case of a long decline in wheat prices following harvest, 
the pool sometimes finds it has overpaid its members in making 
the first advance to them. Thus Nebraska overpaid and under- 
took to collect back from farmers. Idaho had a particularly 
bad experience in doing this. Thus some farmers became over- 
paid; others underpaid. One result of this mismanagement 
was to throw the Idaho Association into a receivership. 

The Washington and Oregon pools have voluntarily sus- 
pended, thus completing the cycle of the three pools in the North- 
west. The Arizona pool went into a receivership and has ceased 
to function. 

The chief claim to success put forward by the pools is their 
statement that they have raised the basic level of wheat prices. 
This is the expression of an opinion on their part which it is 
likely they cannot prove. Since they handle only 2 or 3 per 
cent. of the United States wheat crop it seems fair to conclude 
that they have had no influence on the price level. In any 
event we have had four years of very low wheat prices, broken 
only recently by drought in Canada and a consequent rise in 
wheat prices. 

Weakness of Pools—The weaknesses of the pools have been 
mentioned in the matter of delays in paying farmers, high costs 
of operation, speculative losses through holding, and big promises 
which cannot be fulfilled. There remains the one fundamental 
economic weakness—the fallacy concerning “ orderly marketing 
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versus dumping.’ Their belief in ‘‘ merchandising,” in “ orderly 
marketing,” is, of course, a superstition—a belief not founded 
on facts. The whole structure of pooling rests on the foundation 
of so-called ‘ merchandising.” In other words, the pooling 
theory is that “dumping” wheat on the market in the fall 
breaks the price. This causes the pooling advocates to base 
their price theory on the control of the flow of the grain, on 
“orderly marketing ’—moving one-twelfth of crop to market 
each month. The general objection to this theory is that the 
production of wheat is not “orderly”? but very fluctuating; 
the demand for wheat is not “ orderly’ but very fluctuating ; 
therefore the “orderly” flow to market would not stabilise 
prices. 

The specific answer to this theory is that the receipts of wheat 
at the market, daily, weekly, or monthly, when examined 
statistically, are seen to have very little influence on the price 
movement. In short, “‘dumping” does not break the price. 
Elsewhere I have published fairly elaborate charts and graphs 
proving this point, I think, beyond controversy. (See Boyle, 
Chicago Wheat Prices for Eighty-one Crop Years. Also, Boyle, 
Chicago Wheat Receipts and Wheat Prices for Ten Crop Years ; 
Minneapolis Wheat Prices for Thirty-nine Crop Years. I will 
mail these to interested persons, upon written request.) For the 
forty-three crop years, 1871-1913, the average price of cash 
wheat at Chicago in cents per bushel was as follows by months : 


July 88 Nov. 90 March 92 
Aug. 90 Dec. 90 April 94 
Sept. 93 Jan. 92 May 97 
Oct. 90 Feb. 92 June 94 


That is, the total spread for the year was nine cents—barely 
enough to cover carrying charges. 

The Minneapolis cash prices for No. 1 Northern Wheat for 
the thirty-nine crop years, 1883-1921, were as follows : 


Sept. $1-0316 Jan. $1-0591 May $1-1359 
Oct. 1-:0318 Feb. 1:0537 June 1-0882 
Nov. 1-0242 March 11-0541 July 1-0949 
Dec. 1-0303 April 1-0859 Aug. 1-0873 


Testing “dumping ””’ statistically, by taking wheat receipts 
and wheat prices for ten crop years on the Chicago market (July 1, 
1904—June 30, 1914), we find the following fact: daily receipts 
have little effect on price. In these ten years there were only 
five days with no wheat receipts in Chicago. We may compare 
the five days of no receipts with the six days of heaviest receipts 
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(i. e. receipts of over 1,000,000 bushels). The influence on price 
of these immense fluctuations in receipts is seen to be negligible. 


Five Days with no Receipts 


Taking all the days when there were no receipts, and tabulat- 
ing them with the preceding and following market days, we 
get a photograph of what took place. It is as follows : 


1905. Receipts. Av. Price. 
June 10 (Sat.) June 9 2,000 bushels . . . 1054 
10 So » -.. xe 
12 10,000 eee 106 
June 16 (Fri.) June 15 10,000 os. ord Renee 1034 
16 oe a a 
17 3,000 Sih — shies Se Mts 1064 
June 24 (Sat.) June 23 2,000 a S ‘sce ag 1113 
24 0 rs SS +8 os 111 
26 6,000 ase - wt Gr We 111 
1909. 
May 15 (Sat.) May 14 432,400 Ste inh oe 137 
15 0 sek a) ai us 137 
17 4,800 a Mes 1374 
May 27 (Fri.) May 26 6,000 Rey ee Kal pea 143 
27 0 BS bes 142 
28 4,800 sees ker Ite 142 


Six Days with 1,000,000 Bushel Receipts 
Taking all the days when there were over a million bushels 
a day of receipts, and tabulating them with the preceding and 
following market days, we get the following picture of what 
actually happened : 


1909, Receipts. Av. Price. 
July 28 (Wed.) July 27 831,600 bushels ee 1194 
28 1,020,100 Bee (ist bna ep 1194 
29 484,800 pseoel souks 1203 
1911. 
July 19 (Wed.) July 18 688,300 a A as 94} 
19 1,002,400 ‘9 st Ws 94 
20 628,300 a ae: 94} 
1913. 
July 23 (Wed.) July 22 550,000 Bye, (isPpist we 89} 
23 1,121,000 ie eke te 89} 
24 537,000 ss by ae 893 
July 30 (Wed.) July 29 810,000 sar eee te 88} 
30 1,120,000 che. betes! a 883 
31 714,000 99 sk is 88 
Aug. 6 (Wed.) Aug. 5 736,000 see te 884 
6 1,442,000 ic %, Divot 88 
7 610,000 a 88 
Aug. 13 (Wed.) Aug. 12 721,000 Sse cn hce es 88 
13 1,131,000 vee 88} 
14 500,000 Sao enees 894 


The market price of wheat on the organised grain exchanges 
of the world is now an “ orderly ”’ price, rising in the long run 
and on the average barely enough between harvest and spring 
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to cover the actual carrying charges of storage, insurance and 
interest. 

It is true we move one-half our wheat crop to market within 
ninety days of harvest. This is exactly as it should be. For 
wheat is a world crop, and the flow of the United States stream 
of wheat must be co-ordinated with the flow of wheat into 
export from the competing export countries, which it is, as 
shown in the following table : 


Wueat Exports ror Five Crop YEARS, 1918—19—1922-23 


July—October. November—February. March-—June. 


Exports. ae Exports. %. Exports. Ge 
United States . 118,032,000 54 79,239,000 36 80,544,000 36 
Canada oe 43,505,000 20 80,512,000 36 40,987,000 19 
Argentina. . 37,287,000 17 34,399,000 16 63,935,000 29 
Australia . . 20,600,000 9 27,644,000 12 36,218,000 16 


219,424,000 100 221,794,000 100 221,684,000 100 


Thus we see that the flow into export was substantially 
220,000,000 bushels each third of the year, the heavy flow of 
the United States giving place, first to Canada, then to Argentina 
and Australia. Thus the phrases “ orderly marketing,” ‘‘ mer- 
chandising versus dumping,’ when applied to wheat, have no 
validity. 

Summary.—Viewed from the long perspective of economic 
history of industrial pools, and viewed also from the immediate 
view-point of the aim and economic foundation of the grain pool, 
the present wheat pools cannot survive long in their present form. 
They will all disappear. A few will be superseded by some 
stronger, sounder and more economic form of business organisa- 
tion. They represent, therefore, but a temporary and evanescent 
phase of our economic evolution. The farmers may focus atten- 
tion on any other aspect of the grain trade next—such as 
co-operative ownership of the flour-mills, of the bake-shops, or 
of the steamships that carry their grain. Who knows ? 


JAMES E, Boyier, 


Professor of Rural Economy, 
Cornell University, Ithaca, 
N.Y., U.S.A. 





THE CANADIAN WHEAT POOLS 


1. In Great Britain manufacture holds pride of place, in 
Canada agriculture. In both countries the co-operative move- 
ment is widespread. However, whereas in Great Britain farmers’ 
co-operation languishes and the co-operative stores of working- 
men consumers flourish, in Canada there is only one really 
successful co-operative store, namely, that founded at Sydney 
Mines, Nova Scotia, by emigrant Lancashire miners, but in 
each province there are manifold farmers’ organisations and 
co-operation takes the form of commodity marketing, with 
supply as a side line. Inasmuch as in normal seasons Great 
Britain receives the bulk of her primary food-stuff from Canada, 
it is of cardinal importance that British consumers should realise 
what is happening in Canada. Distance and politics militate 
against intimate up-to-date knowledge. The pressure of politics 
in Great Britain prevents the public from studying more than 
one big issue at a time; and since 1918 that issue has been 
Europe. In Canada the farmers are in politics, and political 
crises disturb and obscure economic evolution. In recent months 
there has been much general talk of direct contact between 
producer and consumer. The Canadian wheat-grower is now 
in a position to offer this, but when the British public awakens 
to the meaning of it, will it be satisfied, or will it scent a Farmers’ 
Monopoly on a continental scale ? 

2. During the war the normal machinery of the Canadian 
wheat market had to be suspended and two bodies were created, 
the Wheat Export Company and the Board of Grain Super- 
visors. The Wheat Export Company, which had grown out of 
the firm of K. B. Stoddart & Co., the purchasing agents of the 
British Government, acted on behalf of the British Government 
and the Allies, and was therefore primarily a consumers’ board. 
The Board of Grain Supervisors, composed of leading members 
of the Winnipeg Grain Exchange and of representatives of the 
farmers and the Canadian Government, adjusted the internal 
situation and fixed a price which was reasonable from the stand- 
point of the farmer and the British Government. By this dual 
machinery the balance of the 1916 crop and the whole of the 
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crops of 1917 and 1918 were marketed. The outstanding fact 
was that there was one great buyer only, the British Government. 

3. In the spring of 1919 the Allied Governments intimated 
that they would not take the 1919 Canadian crop. By that 
time the United Kingdom had dissociated itself from Italy and 
France, and the three countries thenceforth bought independently, 
but the Allies had agreed to see the 1918 harvest out of the 
country and this kept the war-time Wheat Board, the Wheat 
Export Company, in existence till July 1919, when a second 
Wheat Board was formed. This was the post-war Wheat Board, 
which marketed on behalf of Canadian producers the 1919 crop. 
It was a Dominion Government Board, and its operation involved 
the control of the internal price of flour and the subordination 
of the machinery of the Grain Exchange to its rulings. It was 
successful because it had full powers, the backing of the Grain 
Exchange and a very able manager, Mr. James Stewart, who 
during the war had acted for Stoddart & Co. and later for the 
Wheat Export Company. The crops of 1920, 1921, 1922 and 
1923 were handled by the ordinary channels of the trade. 

4, Among the ordinary channels the most important are 
the farmers’ co-operative organisations, the United Grain 
Growers, with a membership in Manitoba and Alberta, and the 
Saskatchewan Co-operative Elevator Company. These organisa- 
tions operate local and terminal elevators, they either buy out- 
right from their members or sell on commission, and for their 
export business to Europe they have special subsidiary com- 
panies. But they have no hold, legal or contractual, over their 
members. Dismayed at the price slump of 1920, the organised 
farmers demanded a continuance of the Wheat Board. This 
being denied, they looked about them for alternatives, and the 
result of three years’ effort was the formation of the three allied 
wheat pools of 1924. The stages which led up to these were 
briefly as follows. 

In 1921 a committee of two, Mr. Stewart and Mr. Riddell 
of the Saskatchewan Co-operative Elevator Company, reported 
in favour of a voluntary pool, but the distraction of a general 
election followed, and in 1921 the Canadian Council of Agri- 
culture, believing a five-year contract—the keystone of a voluntary 
pool—to be unattainable, harked back to the idea of a Government 
Board. 

In 1922 the Dominion Government declared that such a 
Board in normal peace-time was ultra vires, and left it to the 
Provinces. Alberta and Saskatchewan promptly passed con- 
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current enabling legislation, but Manitoba held back owing to 
its provincial election. The farmers won the election and Premier 
Bracken promised a one-year Board, to be followed by a volun- 
tary pool, but the Bill was defeated, and in the other two provinces 
no action was taken, because no manager could be found to 
handle the project. 

In the summer of 1923 a renewed drive was made for a 
voluntary wheat pool in each province, Alberta leading the way. 
The drive took the form of securing signatures from farmers 
representing 50 per cent. of the wheat acreage in the province. 
Only Alberta obtained this in time to handle any part of the 
1923 crop. Its pool opened on October 19, 1923. In August 
1924 it was able to report that it had marketed 34 million bushels 
at an average price of $1-03 per bushel (Fort William), 2 cents 
per bushel covering its expenses and reserve. Saskatchewan 
and Alberta reached their objective in June and July 1924 
respectively. In September 1924 a central Selling Agency was 
opened for the three pools, with an Eastern Sales Manager at 
Winnipeg and a Western Sales Manager at Vancouver. Thus 
a minimum of half the prairie wheat crop for 1924 is being 
marketed by a single authority, with an aggregate membership 
of 85,000 farmers, and controlling 10 million acres of wheat 
land. As their precedent the farmers took the contract system 
used by the Danish Dairy Farmers and the California Fruit 
Growers. ‘The contract runs to 1927, and any member breaking 
his contract is liable to 25 cents per bushel damages, but upon 
the permission of the pool a farmer may pledge his crop. The 
novelty consisted in applying the idea of “ orderly marketing ”’ 
to a commodity in world demand, with a highly elaborate market- 
ing machinery which for price purposes is focussed on Liverpool, 
the great grain-broker of the world. 

What does the farmer expect from the pooling system? In 
the first place he need no longer worry about the right time to 
sell his grain. During the price slump of the last three years 
he has been under pressure from his creditors to do this immedi- 
ately after harvest; and even though, as prices were, it might 
not have paid him to hold, yet the general impulsion of sell 
quickly made the market (he contended) a buyer’s market. 
He was at the same disadvantage as the unorganised workman 
bargaining for wages with starvation staring him in the face. 

But he hopes to do not merely as well as he could have done 
had he been a big farmer with a substantial bank balance. He 
hopes by orderly feeding of the market to obtain a higher price 
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in the aggregate than any number of farmers, acting individually, 
could obtain. He became converted to the possibility of this 
by the arguments of Mr. Aaron Sapiro, the legal organiser of 
the California Fruit Exchanges. In the final drive an appeal 
was made to all parties to join in for this purpose—the business 
people and non-co-operating farmers as well as the former patrons 
of the United Grain Growers and the Saskatchewan Co-operative 
Elevator Company. 

What will be the outcome? A number of isolated wheat 
pools in the U.S.A. have failed, but the Canadian pools are so 
big and so much is at stake that failure is hard to imagine. They 
have behind them the governments of the three Prairie provinces, 
which have made grants for organisation and collateral security ; 
and they have obtained from the great chartered banks a line of 
credit for 25 million dollars at the favourable rate of 6 per cent. 
The reaction of this development on British consumers is a 
matter of high imperial moment. It should be watched and 
appraised not only by the Corn Trade, but also by the English 
and Scottish Co-operative Wholesales and the Imperial Govern- 


ment itself. 
C. R. Fay 


Toronto University. 











THE REVISED DOCTRINE OF MARGINAL SOCIAL 
PRODUCT 


The Economics of Welfare. By Professor A.C. Pigou. (London : 
Macmillan. 1924. Pp. 78.) 


THE revision to which our title refers is that which has been 
undergone by some portions of Professor Pigou’s Wealih and 
Welfare through restatement in the first and second editions of 
his Economics of Welfare. The reviewer of the first edition 
(1920), Professor Cannan, complained that under a new title 
there was included much that had already appeared in an 
earlier volume entitled Wealih and Welfare. A reviewer of the 
second edition (1924) might complain that under the same 
title there is not included much that appeared in the first 
edition. The old Part VI dealing with “The Variability of 
the National Dividend,” and a great part of the old Part IV 
dealing with ‘‘ Public Finance,” have been omitted; the former 
because it is about to be published, the latter because it has 
already been published, under another title. One important 
chapter has been rewritten; and there are other changes. Such 
constant rearrangement of a treatise is disconcerting to the 
constant reader. The continual change in the order of topics 
breaks the links of memory, tangles the chains of reasoning, and 
is fatal to artistic form. The shifting of pages and paragraphs 
acts like the scattering of the leaves on which the oracles of the 
Virgilian Sibyl were inscribed. The disorder repelled those 
who came seeking inspired counsel : 


“ Inconsulti abeunt, sedemque odere Sibylle.” 


The said three versions are now to be collated in order to 
interpret and examine a doctrine concerning State Intervention 
which involves the conception termed in the first version 
‘‘marginal supply price.’”’ We shall approach the subject by 
way of the neighbouring topic termed by Marshall “external 
economies ”’; and we shall follow Professor Pigou in approaching 
that topic. It is thus perspicuously presented in his latest 
version: ‘In economic text-books it is generally assumed 
that an aggregated supply schedule is always made up by the 
simple addition of a number of independent supply schedules 
belonging to the separate sources. It is evident that, if and 
when this assumption is justified, the supply schedule of 
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every source of supply can be represented by a plane curve, 
and the supply schedule of the market by a further curve 
obtained by the simple compounding of the curves representing 
the several sources.””"4 As we understand, the amount supplied 
by the r source (individual or firm), say 2,, is a function of the 
price, say y; say xz,=/f,(y). The aggregate supply, say 
t,> Lar = Sy) =, Say, f(y). 

But, continues Professor Pigou, “‘ when the aggregated supply 
of a market is separated into a number of component sources, 
which are not independent in the sense contemplated above, 
the supply curve of the market can still be represented by a 
plane curve, but the supply schedules of the separate sources 
that make up the market cannot be so represented and cannot 
be simply added together to constitute the aggregate supply 
schedule.” To meet this difficulty he proposes to regard the 
price as made up of two parts; as thus (in our notation) : 

Y = $(%) + ¥(z).* 
“ This formula,” adds Professor Pigou, is readily translated into 
the language of diagrams.” We have not found the translation 
so easy. Even with the help of the author’s explanations, too 
long to quote here, we do not see how to connect the aggregate 
supply curve with the supply curves of the separate sources 
without, as in the simpler case, considering the offer of each source 
as a function of the price ruling in the market. Only the function 
now involves a constant, which depends on and, we may say 
without loss of generality, is the scale of production—the aggregate 
product. If x’ is that aggregate under given circumstances, then 


Xr = frly,x’) ; 
where, as before, y is the independent variable, price; x; is the 
offer of the individual or firm at that price. We have then for 
the aggregate supply 


That is the supply curve for a given aggregate production 2’ 
—the short-period supply curve, or, as it has been called without 
reference to time, the “‘ successive cost curve.” 2 


1 Economics of Welfare, 2nd ed., Appendix III, p. 743. In transcribing 
this passage we have taken the liberty of suppressing the word ‘‘ demand,” which 
occurs in the original pari passu with “ supply, 
present context. 

* y is here substituted for p in the original, and 2, for y,, to preserve con- 
sistency with our context. 

? Cunynghame, Economic Journat, Vol. IT (1892), p. 41. 


” as not being relevant to our 
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Now substitute x (variable) for x’ (constant) in the last 
written equation and we have the long-period, or normal, supply 
curve. For example, in Figure 1 the short-period curve for 
aggregate product OC, the abscissa of the point R, is a line 
through F inclined at an angle of 45° to the horizontal, designated 
by the equation 


y — (los — x37") = a — 2'.* 


To avoid overcrowding the line is not drawn in Figure 1; but 
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Ficure 1. 





the corresponding line may be seen at the point r in Figure 2. 
Now put 2’ =2; and we are presented with the long-period 
supply curve, the parabola SRP with equation 


= 1 2 mp2 
y = las — vive T 


It appears to us important to facilitate by some such construction 
the clear conception of the relations between the long-period and 
the short-period supply curve; considering that the action of 
increasing returns in a competitive régime has proved a stumbling- 
block even to expert economists. It is justly considered by Mr. 
Keynes that “‘ this is the quarter in which the Marshall analysis 


* The short-period curve need not have the same shape at all points of the 
long-period curve. For we have at our disposal any number of constants 
formed by arbitrary functions of x’ the total product. For instance let it be 
required that the short-period curve which is a straight line at R (x’ = }) should 
become at some distance from that point a parabola. We have only to add to 
the right side of the equation in the text an expression of the form $(2’)(% — 2’)? ; 
and to take » such that ¢(?) =0, and 9(2’) is positive, e.g. =c(a’ — ?)*. It is 
understood, of course, that a short-period curve is supposed to hold good only in 
the neighbourhood of the corresponding point on the long-period curve. 

+ For fuller explanations see the present writer’s article on the Theory of 
Railway Rates, Economic JourNAL, 1913, p. 210 et seqg., and also his review of 
Cunynghame’s Geometrical Economics in the Economic JouRNAL, 1905. 
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is least complete and satisfactory, and where there remains most 
to do.” 1 

Of course our clear conception will not avail unless it corre- 
sponds to areal phenomenon. As Aristotle sagely observes, before 
investigating the nature of a thing, we should know that the thing 
exists. Now the e/ éorz is called in question by Professor Alleyn 
Young, when he writes : ‘‘ Diminishing aggregate expenses per unit 
of product as production increases must be rare, if not altogether 
lacking, in competitive industry, unless an increase in the size 
of the representative establishment be taken into account as a 
natural concomitant of increased production.” 2? Fortunately 
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in this matter we enjoy the proverbial advantages of “four 
eyes’; considerations which one critic may have overlooked 
another discerns clearly. ‘‘ External economies we know,” says 
well Mr. Robertson, ‘‘ transport developments, the telephone and 
the trade journal, the shop of the club and the market price, 
subsidiary industries, a skilled labour supply . . .”’3 
But, granting the existence of increasing returns, Mr. 

Robertson finds difficulties in applying Professor Pigou’s analysis 
to this class of industry. One of the pebbles which fly from his 
formidable “sling” * is directed against the case in which 
“the process of investment of fixed capital is lumpy and dis- 

1 Economic JourNAL, Vol. XXXIV (1924), p. 351. 

2 Quarterly Journal of Economics, August 1913, p. 678. 

3 Economic JourNAL, Vol. XXXIV (1924), p. 26. 

4 Loc. cit., p. 16 et seq. 

No. 137.—VoL. XXXv. D 
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continuous.” 1! Not having ourselves applied the analysis to 
that case in the version of the theory which we have offered in 
a former number of the Economic JOURNAL, we are content 
to repeat that even in the case of one factor of production as 
compared with another varying per saltum, there is some 
theoretical advantage with a view to the problems which are 
before us in recognising that the price of the product is theo- 
retically not much affected by the circumstance that the agents 
are or are not varied continuously.2, Some objections directed 
by Mr. Robertson against other species of increasing returns will 
be considered later. 

The curve SRP being defined as above, if from any point on 
the curve, P, we let fall perpendiculars to the axes PA and PL 
(the latter not drawn in the Figure), the rectangle OLPA will 
measure the total cost of producing the output OA. Now draw 
another curve S7'Q such that, with reference to any assigned 
output OA, the area OST7'A = the area of the rectangle OLPA.® 
There is thus constructed the curve of so-called “ marginal 
supply prices.” 

An analogous construction is available in the case of 
decreasing returns; provided that the analogous phenomenon of 
external ‘‘ diseconomies”’ is present. Mr. Robertson, indeed, 
in his graceful manner denies that any such phenomenon exists.‘ 
But ® the payment for raw material imported from a foreign 
country, if it becomes more costly with the increase of the 
quantity produced for exportation, is a cost within the meaning 
of our theory. The land, indeed, of the home country cannot be 
treated as an imported raw material. But it will be convenient 
to postpone the difficulty thus raised by provisionally enter- 
taining a fanciful supposition such as the following. Suppose 
that the Free State of Ireland had become free before the Glad- 
stonian land legislation, and in virtue of a treaty according to 
which the landlords (alike of agricultural and urban land) 
were to retain in full their existing rights, even though they 

1 The species of increasing returns distinguished by the present writer as 
third in the Economic JournNAL, Vol. XXI (1911), p. 554. 


2? Economic JouRNAL, Vol. XXIII (1913), p. 210. 
3 Let 7 be the ordinate of this curve. Then 


zx 
ii ndx = x(135— 77%") 
0 


if 
7 = glo — ,77%°) = 1); — 1,2; less than y, except 


at S, the point common to the curves. 
* Loc. cit., p. 27. 
5 As pointed out by Professor Pigou, Zconomics of Welfare, 2nd ed., p. 195. 
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should become absentees. Suppose, further, that the landlords, 
disliking the new régime, emigrate en masse. In such a 
country the increase of the total production would act as an 
external ‘“ diseconomy,” sending up the rate of rent to the 
disadvantage of the community as a whole; the absentees not 
being reckoned as part of the community. In such a case 
corresponding to the normal supply curve srp in Figure 2, there 
will be a curve of ‘‘ marginal supply price ” sgt constructed on the 
same principle as ST'Q in Figure 1. 

What now is the use of this new apparatus? To obtain a 
monetary measure, more accurate than the usual one, of the 
aggregate real cost—disutility or loss of satisfaction—which is 
to be subtracted from the sum-total of utility, the aggregate 
satisfaction, so as to obtain a measure, more accurate than the 
usual one, of that portion of the national income which results 
from the production and consumption of an assigned output. 
For this purpose we require a monetary measure of total utility. 
It is afforded by the ordinary demand curve on the supposition 
that the demands of individuals are independent, as we at first 
supposed their supplies to be; not interdependent in such wise 
that the demand of each for any commodity is increased (or 
diminished) by an increase in its general use.! In such a case, 
as acutely objected by Professor Cannan,? there is some difficulty 
in applying the principle of Consumers’ Surplus. Especially is 
there difficulty in comparing amounts of satisfaction at different 
times, as Professor Pigou has pointed out. We shall, however, 
assume with him that useful broad results may be obtained by the 
use of the simpler construction,‘ and will content ourselves with 
the ordinary demand curve. The line DP (identical with dp), 
is used in the Figures to represent such a demand curve.* Thus 
in Figure 1 the area ODPA represents the total utility pertaining 
to the consumption OA; ODQB that pertaining to the consump- 
tion OB. The surplus then, the net contribution to national 
income, will be a maximum when the output is OB, the abscissa 
of the point Q at which the demand curve DPQ meets the curve 
of aggregate cost STQ. The like is true of Figure 2. The 
maximum contribution to income will be obtained from the 
two industries when the output for one is OB and for the other Ob. 


1 Cp. Cunynghame, Economic JourNaL, Vol. II (1892), p. 35; and the 
comments thereon, Vol. XV (1905), p. 64. 
2 Economica, 1924. 
3 Economics of Welfare, 2nd ed., p. 51. 
4 Wealth and Welfare, p. 205. 
5 The equation of the “curve” is Y = }(} — 2). ‘ 
D: 
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That is, abstracting inter alia the complexities which may be 
caused by correlation in the way of production or consumption 
between the commodities. If the resources available do not 
suffice to produce both OB and Ob’, then the best distribution 
of resources will be that in which the marginal contribution in 
each industry is the same. That is, if Y is the ordinate of the 
demand curve and 7 that of the curve of marginal supply prices, 
the outputs, say OB’ and ob’, in the respective industries, must 
be such that Y—n for OB’ in one industry may be equal to the 
Y—r» for Ob’ in the other industry. 

Such is the import of the theory presented in Wealth and 
Welfare, as somewhat hypothetically interpreted and very freely 
re-stated. The re-statement presented in the Professor’s new 
version does not seem to us an unmixed improvement, so far as 
it dispenses with diagrammatic illustration. It has become 
easier for the cursory reader to obtain general impressions, but 
more difficult for the serious student to obtain clear conceptions. 
There is an ambiguity in the verbal statement which the study 
of the relevant diagrams is calculated to dispel.1_ When marginal 
private and marginal social products do not coincide there seems 
to us some obscurity in the enunciation of the leading principle 
that (with reservations not questioned here) “the arrangement of 
resources which makes the values of the marginal social net 
products equal in all uses” will maximise the national dividend.? 
The verbal statement is no doubt much improved by the substitu- 
tion of “ marginal social”’ net product in many arguments where 
“marginal” net product only (elliptically, as we interpret) was 

1 See in particular Wealth and Welfare, pp. 192, 206. Economics of Welfare, 
Ist ed., p. 935; and cp. above, Figures 1 and 2. 


2 Economics of Welfare, 2nd ed., Part II, ch. iii, and corresponding passage 
in the contents, et passim. 

The marginal social net product of any volume of resources in any occupation 
being defined as ‘“‘ the money measure of the purchaser’s desire for the difference 
made by the marginal increment of those resources so employed to the sum 
total of economic welfare’? (Economics of Welfare, 2nd ed., p. 120); and that 
sum-total being understood as total utility not less by the cost (e.g. the area 
ODPA or ODQB, not SPD nor SQD in our Figure 1, and likewise for our Figure 2), 
as seems to follow from the affinity and frequent coincidence between the marginal 
direct physical addition made to output and the marginal social net product (loc. 
cit., p. 119 and context); then the equality of marginal net products will not 
maximise the national dividend; unless indeed there is supposed to be a perfect 
similarity between the conditions of different industries. But the most important 
applications of the theory require that there should be a marked difference 
between at least two classes of industry (such as those illustrated by our Figures 1 
and 2). If, however, the ‘* sum-total of economic welfare” is interpreted as total 
utility less by cost, consumers’ surplus (corresponding to our areas SQD and sqd), 
then, indeed, the principle in question holds good; becoming identical with 
that which we have employed in the text above, 
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employed in the first version of the theory. The disuse of the 
term “marginal supply price” is also in our judgment an 
improvement. 

The great merit of suggesting that improvement belongs to 
Professor Alleyn Young. His appropriate nomenclature, “‘ curve 
of aggregate expenses,” avoids the misleading associations of 
the term “ supply price.”” Yet he seems not to have escaped the 
influence of such associations when he describes the outcome of 
the new principle in terms that would be appropriate to the 
principle of laissez faire. ‘This means that in competitive 
industries of diminishing returns investment tends to be pushed 
too far, and in industries of increasing returns not far enough 
to secure that equality of marginal net products which makes the 
national dividend a maximum.” 1! There is nothing in the 
context to show that “ private”? net products are not here 
intended. But if so, what do we more than the apostles of 
laissez faire, than Cobden and Bastiat, and even the mathematical 
economists who have not recognised Marshall’s principle of 
“external economies”?? We cannot indeed deny that the 
critic’s paraphrase derives countenance from the author’s wording. 
But we stand not by the letter of our author’s argument, but 
by our own variant thereof, and by his conclusion, which is 
decidedly distinct from laissez faire ; more decidedly perhaps in 
the latest version than before, e. g. ‘‘ Benefit may also be secured 
by a permanent bounty so arranged as to force the industrial 
system from the summit of the hill-top on which it is found to 
any position that overtops its present site on the slope of a higher 
hill.” 2 

What now is the worth of such a theory? An important use 
is indicated by Professor Pigou when he says that by means of 
it ‘we are put in a position to detect and expose sophistical 
dogmatism.” There are those who think with Leslie Stephen 
that this is the principal function of Political Economy. “ It 
has been more efficient in dispersing sophistries than in con- 
structing permanent theories.” 4 There is one kind of sophistry, 
more common now than in Stephen’s time, with which the 
mathematical method is particularly competent to deal, namely, 
bad mathematical reasoning. This use of mathematical economics 
is like that which was attributed to metaphysics by a very wise 

1 Loe. cit., p. 680. 

2 Economics of Welfare, 2nd ed., pp. 125 and 128. Compare as to the 
significance of the metaphor, Economic JouRNAL, Vol. XXITI (1913), pp. 215-216 . 


and Vol. XXXII (1922), p. 435. 
3 Loc cit., p. 199. 4 Life of Fawcett, p. 149. 
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man, Jowett. Some study of metaphysics, he used to say, is 
necessary in order to get rid of the bad metaphysics latent in 
popular prejudices. 

But apart from these negative results we are disposed to agree 
with our author in hoping that the analysis, though very difficult 
to apply to practical problems, is not therefore otiose.1 We 
allow weight, however, to the considerations urged by Mr. 
Robertson against the usefulness of the theory. His objections, 
as understood by us, may be summed up as follows. (a) The 
object contemplated, the relation between large-scale production 
and diminution of marginal cost, is in the future; (b) we cannot, 
therefore, be certain that the reduction is not due to some cause 
other than mere magnitude of production, in particular inventions ; 
(c) to attempt to forecast the distant future is to voyage 
**pennis non homini datis.” 

With regard to the first point (a) we are disposed to agree that 
the action of external economies must be treated as a future 
phenomenon. We recognise, however, that the contrary view 
is held strongly by Sir Henry Cunynghame? and has been at 
least entertained by Professor Pigou.? We attach importance 
to the intuitions of path-breakers. Secondly (5), we are satisfied 
with Professor Pigou’s admission, that in practice to draw a 
hard line between inventions that are and inventions that are 
not a result of changes in the scale of production is not generally 
practicable.* In fine, (c) it is, of course, not given to man to 
forecast the distant future accurately. Yet it was permitted to 
Marshall, without general disapprobation, to prove propositions 
in eodem genere as those now in question, relating to a problem- 
atical future. The object contemplated by Professor Pigou is 
not more distant in the future. He envisages the same object, 
but more clearly, account being taken of Producers’ (as well as 
Consumers’) Surplus. The abstract reasoning, it is suggested, 
may one day be made available by means of relevant statistics. 
Meanwhile conjecture about remote consequences, which some- 
times cannot be avoided where action has to be taken in the 
present, may be assisted by propositions of the kind in question. 
They are curious and may be useful. 


2 Loc. cit., p. 200. 

* With respect to Demand at least, which is treated as parallel to Supply, 
Economic Journal, Vol. II (1891), p. 39; questioned by the present writer, 
Vol. XV (1905). 

3 Economics of Welfare, 1st ed., p. 941. But see Economic JourNat, Vol. 
XIV (1902), p. 388, and context ; commented on by the present writer, Vol. XVII 
(1907), p. 225. 

* Economics of Welfare, 2nd ed., p. 193. 
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So far the theory as re-stated by us in 1913 appears to hold 
good; little improved by revision or damaged by criticism. But 
so far we have abstracted the receipt of rent by members of the 
community. Now let our absentee landlords return and be treated 
as citizens; or let their rents be appropriated by the Government. 
In such a case it is an error to treat the rents paid as a cost in the 
sense with which we are here.concerned ; an error acutely pointed 
out both by Professor Alleyn Young! and Professor Maurice Clark, ? 
and candidly acknowledged by Professor Pigou. It is remarkable 
that Professor Pigou should have committed this oversight, seeing 
that an analogous fallacy was pointed out by him—for the first 
time, we believe—in a former work where he observes: ‘‘ To 
pay a man, whether he be a Member of Parliament or a workman, 
much more than his services are worth, that, undesirable though 
it is, does not directly involve any waste of national resources. 
It is merely a transference of resources to one set of people in the 
country at the expense of another set.” * The truth might have 
been suggested by the classic formula, ‘‘Rent does not enter 
into the cost of production,” as accepted by Marshall. It 
should be remarked that the main outcome of the theory, the 
blow given to the abstract doctine of laissez faire, is not much 
affected by this correction. The reasoning holds good in the 
limiting case when in our Figure 2 the curve sgt is coincident 
with srp. But we do not seek to extenuate an error into which 
we ourselves have fallen. We only hope that it is not un- 


pardonable to have erred with and through Professor Pigou. 
F. Y. Ep@rwortH 


1 Quarterly Journal of Economics, August 1913. 
2 Economic Review, September 1913. 
3 Economy and Finance of the War (1916), p. 21. Cp. Political Economy of 


War, p. 51. 








A PLAN FOR STABILISING PRICES? 


THE great volume of international debts payable in gold, 
and the serious difficulties which would in consequence be pro- 
duced by any great enhancement in the value of gold, furnish 
a strong argument against the restoration of gold as a medium 
and basis of currency. If the gold standard is to be abandoned, 
it is generally agreed that a system of currency should be adopted 
which would minimise or altogether prevent the large fluctuations 
in the general price level that have always proved so disturbing 
to commerce and to the psychology of the people. 

Several monetary systems have been devised with the object 
of maintaining the constancy of the index-number of prices, all 
of which are theoretically sound, and which differ chiefly in their 
expediency and practicability. These systems may be divided 
into three classes. 

Inconvertible Currency subject to Voluntary Control._Numerous 
economists have suggested plans whereby money would consist of 
paper currency representing no express obligation on the part of 
the Government, but with a value dependent upon the amount 
of currency in circulation, upon the condition of credits, and upon 
the general state of business. By voluntarily increasing or 
diminishing the amount of currency in circulation, or by pro- 
ducing an expansion or contraction of credit, the Government, 
by careful supervision, could completely determine the value 
of its money. If it so chose, it could so regulate the currency 
that average prices as shown by the index-number would remain 
stationary. 

The sole objection to this proposal is that the whole matter 
is left to the skill and good-will of the Government. Experience 
has shown that very few Governments can resist the temptation 
to ease their own financial difficulties at times by an inflation of 
currency or credit, and this would be especially true if the act 
of inflation did not constitute a definite admission of bankruptcy, 
but could only be detected by a gradual rise in the level of prices. 
I am aware that many eminent economists are recommending 
the very plan for stabilising money that I am here criticising. I 


1 An outline of this plan appeared in print through the accident of a con- 
versation with Professor Irving Fisher, who later in his Stabilising the Dollar 
devoted a section to an explanation of my plan, which he was kind enough 
to describe as “‘ a sound alternative ” to his own proposals. 
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should be glad to share that confidence in Governments which 
their plans imply. However, I find that they are not always 
disposed to give unqualified praise to present Governments or 
past Governments, nor do they conceal their distrust of the pro- 
fessional politician. In a future Government it might be possible 
to erect a department for the control of credits composed solely 
of trained economists, but I fear that after the lapse of some years 
it might be hard to distinguish some of these men from the 
professional politicians. 

Quasi-convertible Currency subject to Quasi-automatic Control.— 
Another type of solution in which the human factor would play 
a less important réle is the one which has been urged for a number 
of years by Professor Irving Fisher. According to this plan, 
the money would consist of paper currency, each note being 
redeemable in gold—not a definite amount of gold as in the old 
system, but rather an amount determined at fixed intervals 
in accordance with the variations in the value of gold. A Govern- 
ment commission, working under set rules, would determine the 
index-number at the end of each of these intervals, and would 
then announce a new gold equivalent for the currency such as to 
restore the index-number to its former value. Such a plan would 
unquestionably, under ordinary circumstances, provide a satis- 
factory currency system. It would not be difficult to operate, 
and it would keep prices at a nearly constant level. 

Nevertheless it is not free from objections. In the first 
place, while it would offer less temptation to a Government than 
the first plan, it is still subject to defeat through human frailty. 
For example, since the determination of index-numbers cannot 
be made absolutely automatic, a dishonest member of the Govern- 
ment might sell advance information. Fisher proposes to elimin- 
ate speculation on the Government’s decision by a system of 
brassage. I have not been able to see that this device would 
accomplish its purpose. On the other hand, I do not share his 
objection to speculation in general, which, on the whole, seems 
to be a sort of balance wheel which gives stability to trade move- 
ments. But everyone will admit that the kind of speculation 
that is based upon inside information obtained from a Govern- 
ment office is unwholesome. 

In the second place, the proposed procedure is intermittent 
in character, and it would seem that there must always be some 
degree of nervousness in business circles towards the end of each 
period, before the announcement of the new gold equivalent of 
currency. 
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Finally, there is now a strong argument against this plan 
which could not have been raised at the time it was proposed, 
for this method of stabilising currency would to a large extent 
restore the use of gold as a financial medium, with a consequent 
rise in the essential value of international debts. 

Convertible Currency subject to Complete Automatic Control.— 
Now we come to a discussion of the plan which I have suggested. 
In principle the plan consists in keeping the general monetary 
system as it existed in the great majority of nations before the 
war, and merely substituting for gold a composite of commodities. 
The gold standard has never actually been maintained in any 
country except through the device of convertibility. The auto- 
matic control of monetary value established by this principle of 
convertibility is the one which has proved satisfactory in prac- 
tice; and while we have seen that there are other methods which 
are theoretically possible, their success would always depend 
upon an elaborate machinery and upon the intelligence and good 
faith of the Government. 

Let us see, therefore, how feasible it would be to employ a 
paper currency convertible at all times into a composite of com- 
modities—a set or bundle consisting of a definite list of com- 
modities in fixed amount. I confess that such a suggestion lends 
itself to caricature. One could picture a labourer presenting a 
five-dollar bill at a Government office and returning home with 
a wheelbarrow containing a pound of coal, a cabbage, an egg, 
one stocking, one-sixteenth of a kitchen table, etc. 

Such a picture represents the first reaction upon hearing 
the proposal of a composite commodity dollar. Even Professor 
Fisher, in his friendly presentation of my plan, makes it seem a 
far more awkward sort of mechanism than I believe is at all 
necessary. The fact is that a great step would be taken if only 
two commodities were substituted for the single commodity gold. 
Indeed if the bimetallists had changed a single word in their 
formula they would have been proposing something better than 
the gold standard instead of something worse. If instead of 
saying, ‘‘ Let a dollar stand for 25-8 grains of gold or 412-5 grains 
of silver,” they had said, ‘‘ Let two dollars stand for 25-8 grains 
of gold and 412-5 grains of silver,” and if this proposal had been 
adopted, some of the more serious fluctuations in prices would have 
been avoided. It is obvious that a system of convertible cur- 
rency based upon this plan would have been no more cumbrous 
than the one in which gold alone is employed. 

This is essentially the plan which has received the name of 
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symmetalism. The chief objection to it is that gold and silver 
are too much alike in their mode of production and of employ- 
ment. In general a system of currency based upon two dissimilar 
substances, each having about the same average fluctuations in 
value, would be far more nearly stationary than a system based 
upon either one alone. 

If instead of two commodities we should select three or four, 
carefully chosen, the value of money would be far more constant 
still, or, in other words, the index-number would be nearly 
stationary. 

Now if we are to abandon the gold standard, it would be the 
height of pedantry to attempt to secure a currency of absolutely 
stationary value. Minute temporary fluctuations, or even large 
changes occurring gradually over a long period of years, would 
have no deleterious effect upon society. It is only sudden or 
large fluctuations that produce marked changes in prices and 
wages, and an increase in the speculative character of all loans, 
thus causing serious disturbance of business, and discontent 
among the people. Presumably, for example, a steady change in 
the value of currency amounting to one-half per cent., or perhaps 
even one per cent., per annum, would be entirely unnoticed except 
by the professional statistician. 

The problem, therefore, is not to devise an absolutely station- 
ary monetary system, but rather one in which fluctuations are 
as small as is compatible with a convenient and simple mechanism 
of conversion of the standard set of commodities into money, 
and the reverse. 

It is my belief that a satisfactory result could be obtained 
by the employment of a standard set composed of only four com- 
modities, if these commodities were wisely chosen and if the amount 
of each entering into the standard set were suitably determined. 
However, the decision as to the number of basic commodities, the 
choice of these commodities, and the fixing of the amount of each 
entering into the standard set should be made after careful 
study by men possessing expert knowledge of past and present 
economic conditions. If, therefore, in the following section I 
employ a concrete illustration of the mode of operation of the 
plan here contemplated, I beg that it be regarded as an illustration 
and nothing more. 

The Warrant System with a Convertible Composite Money.— 
Merely for the purpose of our illustration, let us select four com- 
modities to be used in our composite standard of currency. 
First, let us choose the most important of food-stuffs, wheat, 
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with such specifications as to quality as are already familiar in 
the Wheat Exchange. Second, let us choose the most important 
textile material, cotton. Third, let us choose the most important 
of metals, iron. Finally, as our fourth commodity we may, 
partly as a concession to sentiment, partly because of its already 
large financial employment, choose the precious metal silver. 

Likewise for the purpose of illustration let us call our currency 
unit one tal, and a note for 1000 tals may, if we like, be called a 
kilotal, or, for short, a kil. This kil will have the value of a 
pounds of wheat, b pounds of cotton, c¢ pounds of iron, and d 
pounds of silver, these quantities being fixed at the outset, 
once for all, and subject to no later alteration. 

Anyone possessing a note for one kil may present this at a 
Government office and receive therefor four warrants, the first 
of which entitles him to receive a pounds of wheat; the second, 
b pounds of cotton; the third, c pounds of iron, and the fourth, 
d pounds of silver. 

Now while the value of a wheat warrant, a cotton warrant, an 
iron warrant and a silver warrant would together be always exactly 
one kil, the market price of the individual warrants would vary. 
Thus, for example, a wheat warrant might be worth 200 tals 
now and 220 tals a year from now. This, however, would be a 
matter of no particular concern to the Government. It would 
always upon demand issue the four warrants for every kil turned 
in for that purpose, and conversely would give one kil in currency 
for every set of four warrants brought in. 

It remains to provide for the conversion of the individual 
warrants into the corresponding commodities, and vice versd. 
A bank established by the Government, or under the supervision 
of the Government, would presumably act as the medium for 
these exchanges. The bank itself need not handle the commodities 
for which warrants are issued, but might give in exchange for a 
warrant an order upon some reputable firm, for which it would 
pay the current rate quoted on the Exchange. Thus a person 
presenting ten wheat warrants to the bank would receive an order 
for 10 x a pounds of wheat upon some member of the local Wheat 
Exchange; and a person wishing to sell 10 x @ pounds of wheat 
would receive therefor ten warrants purchased from the bank 
at the current rate. 

If the Government desire to avoid speculation in warrants, 
it could make these warrants valid for a short time only, but 
I do not myself see the necessity for such a provision. The bank 
might act in these exchanges as banks do in very similar transac- 
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tions involving foreign moneys, taking whatever small profits 
or losses might result from the fluctuations in value of individual 
warrants; or it might act merely as the financial agent of the 
Government. In either case payment to the bank would be 
necessary for its services in conducting the exchanges. This 
payment might be made out of the general funds of the Govern- 
ment, or a small commission might be charged for each transaction, 
corresponding to the brassage of some older systems of currency. 
All of these, however, are details which need not be entered upon 
at present. 

In countries which might possibly be cut off from the supply 
of one or more of these basic commodities, it might be desirable 
to establish Government warehouses for storing one or more of 
the basic commodities, but this is no essential part of the plan, and 
indeed it is usually found best not to tax the Government with 
duties which can equally well be performed by the existing 
machinery of private enterprise. The fact that the Government 
possesses no reserves will not affect the value of its money as 
long as the people are confident that the Government will fulfil 
its obligations to convert its money into the basic commodities. 

It must be admitted that there is nothing even in this plan 
to prevent a Government in desperate straits from repudiating 
its obligation to redeem the paper money in commodities and 
thus cause a depreciation in the value of money. Yet such a 
step would be a definite confession of bankruptcy. Sometimes 
when Governments have refused to redeem paper money in gold 
they have had the valid excuse that there was no available gold. 
With the composite currency such an excuse could not often 
be given. 

Finally, we must consider how such a monetary system could 
be substituted for existing systems. Some authors have felt 
that it would be an injustice to fix prices permanently at their 
present high level. I suspect, however, that most of the ills 
produced by a change in the price level are suffered within the 
first year after the change occurs, and that a later restoration 
of the original price level would not so much relieve old injustices 
as create new ones. Whatever theory we adopt in this regard, 
the desired result could readily be effected by the new monetary 
system. 

Thus, to take a specific example, let us assume that England 
desired to maintain for ever the existing price level by the method 
here outlined, basing its currency upon the composite standard 
of wheat, cotton, iron and silver, but without any nominal 
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change in its monetary unit. It would then be only necessary to 
provide for the conversion of a thousand pounds sterling into a 
pounds of wheat, 6 pounds of cotton, etc., the quantities a, b, c 
and d being so chosen that the whole set of commodities at the 
present market price would have the value of £1000. The change 
to the new system would be entirely imperceptible to the man on 
the street, who would only observe with satisfaction that the cost 
of living had become stationary. 

If, however, it were desired to fix the price level as it was 
before the war, or, as a third and compromise alternative, to fix 
the level so as to restore the normal exchange between the pound 
and the dollar, it would be possible to determine the quantities 
a,b,c anddsoas to produce this result. Either of these decisions, 
however, would mean an appreciation of money, and this should 
not occur abruptly. But if some future date were set for the 
establishment of the new system, a gradual appreciation would 
occur through the ordinary agencies of discount and speculation, 
so that once more the transition would occur on the specified date 
without being noticed by the average citizen. 

If two or more nations desired to adopt such a convertible 
composite currency it would not be necessary to change the units 
of money in these countries, but it would be desirable for each 
to adopt the same basic commodities and the same ratios of a to b, 
toc, tod. In such event the fluctuations in the rate of exchange 
between the two countries would not be much greater than it was 
before the war under the gold standard. In the long run the rate 
of exchange would depend upon the cost of transportation of the 
basic commodities from one country to another. 

Here, then, in this convertible composite currency we have 
a monetary system which could be put into operation with the 
minimum of machinery, without the slightest disturbance of busi- 
ness, and almost without the knowledge of the average citizen. 
It conserves all of the advantages which long experience has shown 
to belong to a convertible currency. There is no universal 
panacea for human ills, but I earnestly believe that the general 
adoption of a monetary system of this type would not only 
relieve many of our present embarrassments, but would, for a 
long period to come, remove some of the speculative character of 
private debts and eliminate the popular discontent and dis- 
turbance of business which have hitherto been caused by a 
currency of inconstant value. 

GILBERT N. Lewis 


University of California. 























De eee 








ECONOMIC THEORISTS.AMONG THE SERVANTS OF 
JOHN COMPANY (1766-1806) 4 


WueEN the British first came into power in Bengal, in 1765, 
the first economic problem that faced them was the currency of 
the country. Diverse kinds of rupees were then in circulation, 
in various stages of debasement. In framing their schemes of 
reform, the servants of the East India Company were naturally 
guided by the economic doctrines then current in England, subject 
to modifications due to the peculiar social and economic condition 
of Bengal. 

Expert economic opinion in England was at that time opposed 
to bimetallism. In the very year of the battle of Plassey, 1757, 
Harris, in his Essay Upon Money and Coins, condemned bimet- 
allism.? He considered silver to be the fittest material for money, 
as being less subject to fluctuations than gold. But neither silver 
nor gold monometallism was then practicable in Bengal. The silver 
standard, though it had long been in existence in the province, 
had broken down on account of shortage of the metal. The gold 
standard, which was almost an accomplished fact in England at 
the time, was out of the question in Bengal, where even the silver 
rupee was of too high a denomination for ordinary transactions. 

Clive was therefore obliged to adopt bimetallism in 1766. 
But from its very inception the plan was foredoomed to failure, 
as the official ratio between gold and silver was much higher 
than the market ratio.? Clive and the members of his Council 
seem to have had no idea of the economic consequences of this 
divergence between the two ratios, and they issued the following 
notice on the 30th June, 1766 :— 

1 This article is mainly based on the Public Department Records of the 
English East India Company from the year 1766 to 1800 a.D., preserved in 
the Imperial Record Office, Calcutta. I have consulted in this connection 
the District Records recently published by the Government of Bengal, Seton- 
Karr’s Selections from the Calcutta Gazette (Vols. I and II), MacGregor’s Com- 
mercial Tariffs, and the writings of Verelst, Sir James Steuart, Colebrooke, 
Harrington, Prinsep, Wilson, Hunter and Thurston. 

2 Harris, An Essay Upon Money and Coins (1757), Part I. Pp. 57-8. 

3 Sir James Steuart, The Principles of Money applied to the Present State of 


the Coin in Bengal (1772); and Harrison, ‘‘ The Past Action of the Government 
of India with regard to Gold ’’ (Economic Journat, Vol. III). 
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‘“‘ Notice is hereby further given that any person or persons 
discovered in attempting to make a variation of the exchange 
here settled between gold and silver or in obstructing the currency 
of a new coin by refusing to accept it in payment, if natives they 
will be punished with the utmost severity, if Europeans they 
will forfeit the Company’s protection and be sent to England 
forthwith.” 


But this stringent order proved quite ineffective. Economic 
laws have little respect for statesmen and administrators. It was 
no wonder that silver gradually disappeared from circulation. 
Where it circulated at all, it commanded a premium; in other 
words, gold mohurs passed at a discount, which rose to about 
38 per cent. even in Calcutta within a year and a half. 


Verelst, who succeeded Clive as the Governor of Bengal, had 
sounder knowledge of economic theory. He ascribed the break- 
down of bimetallism to the over-valuation of gold. In his Minute 
of the lst September, 1768, Verelst observed that the gold currency 
of 1766 had encouraged the import of gold ‘‘ by putting a current 
value upon it considerably above its real one.”” The gold mohurs 
of 1766 were withdrawn from circulation, and on the 20th March, 
1769, the official ratio between gold and silver was reduced from 
16-45 to 14-81.1 Even this new ratio was 5-71 per cent. higher 
than the market ratio. The result was that this second attempt 
at bimetallism also failed. 

Neither the Court of Directors in England nor the Company’s 
servants in India could find a correct solution of the currency 
problem of this province. The matter was therefore referred to 
Sir James Steuart, who embodied his views in his Principles of 
Money. In this book he explained at great length that bimet- 
allism could succeed only if the ratio between gold and silver 
coins was frequently adjusted to keep it ‘‘ exactly in proportion 
to their value as metals.” It was better in his opinion to have 
a mixed standard with coins of both metals ‘‘ in the same mass ”’ in- 
stead of ordinary bimetallism. He was therefore one of the earliest 
economists to suggest a scheme like symmetallism. ‘‘ Were 
mankind all philosophers,” he explained, ** | should propose to mix 
the gold and silver together in the same mass, according to the 
market proportions of the metals, and to make the coin out of 
this mixture. I am not so extravagant as to propose so great 
an innovation. I throw it out merely as a hint.’’ The remedy he 
actually proposed was the introduction of paper money. A great 


1 Steuart, loc. cit., p. 34. 
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banking institution like the Bank of England, with branches in 
different districts, was to be started and controlled by the 
Company, which was to issue notes upon some specified kinds of 
security. This was then regarded as too far in advance of the 
time. 

The failure of two successive attempts at bimetallism and Sir 
James Steuart’s condemnation of the double standard converted 
the Company’s servants to silver monometallism. Thus Francis, 
Clavering and Hastings,! although differing in their plans for the 
establishment of a stable standard of value, were unanimous on 
this point. 

Francis, however, recognised the suitability of gold for large 
payments. He recommended the issue of gold mohurs at the 
rate of Rs. 16 per mohur. These were not to be made legal 
tender, but “‘ that the paying or receiving of them be left to a 
voluntary agreement between the parties.”” The use of gold coins 
as optional currency with silver as the standard of value was also 
advocated by Locke, Harris and many other English writers. 

Calvering was also a strong monometallist. But he differed 
from Francis on one point. The latter proposed that the existing 
weight of the sicca ? rupee was to be maintained, while its fineness 
was to be reduced to the English standard * to make it more 
suitable for circulation. Clavering’s plan was that the amount 
of pure silver should remain unaltered in the sicca rupee, but 
its fineness was to be reduced to the English standard. This 
would, of course, increase the weight of the rupee and thus raise 
the standard of weight in the country. Clavering held the currency 
theory that the value of all things depended on the bullion value 
of the standard coin. He also recommended stopping the 
circulation of gold altogether. He was thus a more uncom- 
promising monometallist than Francis or Hastings. Francis, as 
we have seen, advocated the issue of gold mohurs as optional 
currency. Hastings, though he would stop future coinage of 
gold, did not demonetise the existing gold mohurs. 

By his Regulations of the 29th May, 1777, Hastings set up a 

1 Governor-General of India from 1774 to 1785. Sir Philip Francis, believed 
to have been the author of the Letters of Junius, and General Clavering were 
Members of the Council of Warren Hastings. Both Francis and Clavering were 
influenced by the economic theories of Sir James Steuart. Francis in his Minute 
on Coinage, dated the 13th March, 1775, quoted a passage from the Principles of 
Money. 

2 Newly-coined silver currency of the Mughal Emperors struck in Bengal. 

3 The English standard for silver was then, as it is now, 92-5 fine, while the 
siccas were at that time 98 fine. The weight of the sicca rupee was 179-666 grains 
(troy), approximately equal to 1 tola, the unit of weight in Bengal. 

No. 137.—VoL. XxXxv. E 
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kind of limping standard by suspending gold coinage. This 
continued for three years, but the mint was again opened for the 
coinage of gold for the next eight years, up to December 1788. In 
a Notification of the 17th September, 1777, it was laid down that 
gold mohurs would “ universally pass in circulation at the usual 
value of 16 sicca rupees each, and be received and issued at the 
public treasuries at the same rate.” But the fate of this Notifi- 
cation was no better than that of the previous ones on the same 
subject. Gold mohurs, the currency of which was practically 
confined to Calcutta, began to circulate even there at a discount. 
The batta 1 for exchanging gold mohurs into rupees, which was only 
5 annas per Rs. 100 in March 1787, rose to Rs. 3 in the course of 
five months. 

On the 26th of September, 1787, Cornwallis therefore appointed 
a Committee to inquire ‘ into the cause of the scarcity of silver 
coins.” The Committee at first analysed the causes of deprecia- 
tion of gold mohurs and then went on to discuss the causes of the 
premium on rupees. They failed to realise that these two were 
not really different but merely the two aspects of the same 
problem. In their opinion, the depreciation of mohurs was due 
to their limited demand, combined with increased circulation of 
paper. ‘“ The accumulation of any specie in one place,”’ said the 
Committee, “‘ must cause great plenty of that article. This 
plenty, whatever extent it has in itself, is, as it were, increased 
by the paper, which is in circulation at the Presidency.” 

The Committee ascribed the scarcity of silver in Calcutta 
to numerous causes. They pointed out the increase in the 
remittance of revenue through bills for the last two years, during 
which period, out of a total remittance of 7} crores, 3? crores 
had been sent in bills, 12 crores in sicca rupees and the rest in 
gold. The stringency of silver in Calcutta had been very acute 


1 Batta literally means the premium or discount for exchanging different kinds 
of coins. Properly speaking, the batta on mohurs at that time consisted of two 
distinct elements. The smaller portion of the charge represented the rate for 
converting one kind of currency into another. But there was another and more 
important element in the batta, which represented the over-valuation of gold in 
terms of silver. In fact it was this element which, instead of driving out under- 
valued silver, kept it in circulation. 

With regard to the batta on mohurs, there was no unanimity of opinion among 
the Company’s servants. The more intelligent of them considered it to be due to 
the divergence between the mint and market ratios of the two metals. Others 
ascribed it to the intrigue of the shroffs (money-changers), although it was really 
the consequence of the economic blunders of the Government. An interesting 
parallel is to be found in the outcry against profiteering during the War. This 
was the natural result of rapidly increasing prices due to the inflationist policy of 
Governments and not the cause of high prices, as was popularly supposed. 
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from April to August 1787. This, continued the Committee, was 
mainly due to the drain of silver to the aurungs } to provide for 
** investments,”’ with no return of rupees to Calcutta in the shape 
of land revenue during these months. 

These were temporary causes of the scarcity of silver, but a 
more permanent cause was the general diminution of silver in 
the province on account of its reduced import from Europe for 
the last thirty years and its increased export to other Presidencies 
and to China. Besides these, there was another cause, observed 
the Committee, “‘ and perhaps not the least of those already 
adduced, of the diminution of the silver coin in Calcutta,” viz., 
“ the too high value of the gold coin compared with that of silver.” 

The Committee pointed out the danger of fixing the ratio 
between gold and silver in this country by looking at the ratio 
ruling in England. In the opinion of the Committee, “ the 
medium proportionate value of the two metals in Europe may be 
taken at 15 of silver for 1 of gold; in India, they may be estimated 
at 12, or at least 13, to 1.” 2 ‘‘ In lowering the value of the gold 
coin, by raising that of silver, to the natural relative values they 
seem to bear to each other in India, silver coins would, we think, 
increase and occupy that place in the circulation which is filled 
with the superabundance of gold.’”’ Thus the Committee, after 
considerable circumlocution, traced the real economic cause of the 
disappearance of silver and suggested the correct remedy. 

In the report of the Committee we find also the following 
interesting remarks on the salt tax in Bengal :— 


“ The profits arising from this monopoly certainly operate as 
a tax upon the public equal to the whole amount of the enhanced 
price thereof, and as salt constitutes an article of living that 
cannot be dispensed with, bears particularly hard on the lower 
orders of the community, the ryot, the weaver and others, whose 
ingenuity and industry is their only fortune and which barely 
suffices to procure them subsistence. It is not, therefore, an 
equable assessment, where every man should contribute to the 
exigencies of the State according to his means, nor is it felt by 
the rich in circumscribing their luxuries and enjoyments, but is, 

1 Places of manufacture. 

2 On the margin of this line of the Report of the Committee in the Imperia 
Record Office, Calcutta, there is the following interesting remark: “‘ Vide Smith’s 
Wealth of Nations, Vol. I, p. 265." From the character of the handwriting, it 
is clear that this note must have been inserted at the time of writing of the Report. 
This fact gives an instance of the tremendous influence of Adam Smith’s epoch- 
making book, which was quoted only eleven years after its publication in a 
Government report in this country. 


E2 
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in fact, a tax upon industry. This must lessen the ability of the 
ryot to pay his rent, increase the price of the manufactures by 
raising the value of labour and consequently reduce the quantity.” 


This passage may easily be mistaken for an extract from the 
last Book of the Wealth of Nations, where Adam Smith discusses 
the question of tax on necessaries. The members of the Com- 
mittee of 1787 must have been conversant with Adam Smith’s 
ability theory of taxation and his idea that a tax on necessaries 
becomes a tax on labour. 

The Government did not take any immediate action after the 
publication of the Report. The first step was to stop the coinage 
of gold mohurs by an order of the 3rd December, 1788. Two 
months later, Cornwallis took another step in the right direction. 
The official rate of exchange was reduced ! to 15 siccas and 1 Arcot 
rupee 2 for a gold mohur, and an order similar to Clive’s Notification 
was issued on the 18th February, 1789. This order seems to have 
been enforced only in Calcutta and led there to a series of prose- 
cutions of the shroffs for charging illegal baita on mohurs. Mr. 
Motte, the Superintendent of Police, in his letter dated the 16th 
March, 1789, described how he carried one ‘‘ Govinram Poddar to 
the Burrabazar, and with the tomtom declared his crime.” 

The next step taken by the Government was to discontinue 
the seigniorage of 1 per cent. on the coinage of silver by a regulation 
of the 20th February, 1790. But this measure hardly brought 
any relief in the shape of increased supply of rupees. The war 
with Mysore was going on and draining Bengal of its silver. The 
Government was, therefore, compelled to reopen the mint for the 
coinage of gold. It was notified on the 21st of July, 1790, ‘“‘ that 
from and after the Ist of the next month, gold bullion would be 
received and coined without any charge to individuals.” Thus 
the policy of raising the value of the gold mohur by suspending 
its coinage was abandoned after a year and a half. The supply 
of mohurs became relatively abundant and the baiia on gold coins 
again ruled high. The Government was sorely perplexed at this 
state of affairs. Mr. Harris, the Mint Master in Calcutta, in his 


1 It is assumed by all writers that the official rate of exchange between gold 
and silver coins, viz. 16 siccas per mohur, remained unchanged throughout. But 
it is clear that there was a temporary reduction. The old rate was, however, 
restored by the year 1792. 

2 Originally, this rupee was struck by the Nawab of Arcot in the Madras 
Presidency. By 1740 the English, French and Dutch secured the privilege of 
coining Arcot rupees. After the establishment of the Calcutta mint, the English 
East India Company began to coin Arcot rupees there, mainly for circulation in 
Dacca and Cuttack districts. ‘The amount of fine silver in the Arcot rupee was 
generally 7 per cent. less than the sicca rupee. 
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letter quoted in the Public Proceedings of the 22nd September, 
1790, observed, “‘ that the present high batta in exchanging gold 
into silver is not caused by a disproportion of the metals is evident, 
because there is no batta on the Moorshedabad and Patna gold 
mohurs, which are known to the shrofis to be from 2 to 6 per cent. 
worse than that of the Calcutta coinage.” 4 

Mr. G. C. Meyer, the Superintendent of Police, seems to have 
grasped the real cause of the currency trouble better than the 
currency experts of the Government. In his letter of the 3rd 
November, 1791, he declined to take any coercive measure against 
the shroffs on the following economic grounds. 

His first reason was that gold and silver coins under the 
existing circumstances should be treated ‘“‘ simply as commodities 
of which one was to be bartered for the other, and not as the 
standard or measure of value of other commodities.’’ Con- 
sequently, “‘ the exchange value or price of each would be deter- 
mined by the same principles which regulated the price of every 
other commodity that comes into the market,” viz. by the “ ratio 
between the demand for that commodity and the quantity of it 
forthcoming to supply such demand.” 

His second argument was that the adoption of coercive 
measures would “‘ only aggravate the evil complained of.” ‘“‘ The 
quantity of fine gold in the mohur,” he continued, “ is confessedly 
not of equal value in the market to the quantity of fine silver 
in one Arcot and fifteen sicca rupees.” If the shrofis were com- 
pelled to exchange the gold mohur into rupees at the official rate, 
it “‘ would exchange for more silver in coin than it would purchase 
in bullion. The consequence of this would be that if the difference 
were considerable enough to bear the expense of freight, insurance, 
etc., etc., the silver would be exported to foreign markets and there 
exchanged for gold, which would be brought back in order to be 
exchanged for silver, which would be again exported as long as it 
yielded any profit.”’ But even if it were not profitable to export 
silver, it would pay to melt it down and sell the bullion for gold 
coin. In any case, a large amount of silver ‘‘ would be with- 
drawn from circulation, to which it could not be restored without 
a constant and heavy charge on the Public Treasury.” 

These arguments convinced Cornwallis of the futility of 
coercive measures against the shrofis, and in a Notification of 
the 18th November, 1791, it was declared that in future the sale 
of gold and silver coins would be as free and unrestrained as that 
of gold and silver bullion. Thus the relation between gold and 


1 It is difficult to see how this could have been. 
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silver currency, which existed in Mughal times, was restored after 
twenty-five years. 

Some eight months before the publication of the Notification 
of November 1791, there was an acute stringency of money in 
Calcutta. On the 12th March, 1790, the chiefs of the leading 
Agency Houses of Calcutta wrote to Cornwallis : ‘‘ The quantity 
of specie now in circulation is inadequate to the current business 
of the settlement, and . . . the value of money has in consequence 
risen and that of the Company’s paper has sunk in so great a 
degree that whereas money might have been borrowed to any 
amount by persons of adequate credit at 10 per cent. on personal 
security only so lately as November last, and at 8 or 9 per cent. 
when a security of Company’s paper was given, it cannot now be 
borrowed on any security at legal interest,! and whereas the 
Company’s paper then bore a premium, the same paper now sells, 
when it can be at all sold, at discount from 10 to 12 per cent.” 

We find here an instance of the rise in the market rate of 
interest causing a fall in the price of securities. In ascribing, 
however, this dearness of money to the decrease in the quantity 
of specie in circulation, these European merchants were simply 
repeating the erroneous theory of John Locke and many other 
seventeenth-century English writers. As every student of 
economics knows, the rise in the rate of interest takes place when 
the demand for loanable capital outstrips the supply. If the 
quantity of money in circulation declines, the price level would 
ultimately fall, and this would bring down the rate of interest. 
It is true that a sudden drain of money from a country may bring 
about a contraction of credit, and this would ultimately raise the 
rate of interest. But this reduction of credit is only the natural 
sequence of a trade boom. The drain of money only hastens 
the crisis, which would have arisen, sooner or later. 

The chiefs of the Agency Houses suggested that in order to 
meet the stringency of money the Government should print 
promissory notes to the extent of ten lacs of rupees, and undertake 
to receive these notes in all payments due to it. These papers 
were to be lent to the European merchants at an interest of 8 per 
cent.,? and there was to be a moratorium of all payments to the 

1 By a regulation of the 28th March, 1780, 24 per cent. per annum was declared 
to be the legal rate of interest when the principal did not exceed Rs, 100, and 12 
per cent. per annum when the principal exceeded Rs. 100. 

2 The chiefs of the Agency Houses thus wanted for a certain period (six 
months) a loan at less than the current rate of interest. Their trouble was 
therefore really due to the contraction of credit as a result of their over-trading 


and speculative transactions for some time past, and not due to the insufficiency 
of money in circulation 
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Government until these notes were ready and the loan tendered. 
The signatories of the above letter undertook to receive such notes 
in all payments among themselves. 

In reply to this representation, Cornwallis pointed out that 
the promissory notes, if they were issued, would immediately 
bear a discount, as there was no plan for redeeming them, and thus 
the scheme would be unworkable. ‘It is incident to all paper 
currency,” continued his lordship, ‘“‘ that its full value cannot be 
upheld longer than the paper can be converted into cash at the 
option of the proprietors.” 

More than a year and a half after the monetary stringency 
of March 1790, there was a financial panic! in Calcutta. In 
November 1791 there was a run on the two European banks in 
Calcutta. During the eight days from the 20th to the 27th of 
November, the Bengal Bank ? paid out more than 8 lacs of sicca 
rupees. On the 28th November, Mr. Benjamin Mee of the 
Bengal Bank applied for a loan of 5 lacs of rupees in specie for 
three months at the rate o. 12 per cent. per annum upon depositing 
Company’s paper to the full value as security. A similar applica- 
tion was made also by Mr. T. Redhead of the Bank of Hindustan 
for a loan of 1} lacs of rupees on practically the same conditions. 

In spite of the positive orders of the Court of Directors not 
to engage in any pecuniary transaction with the private banks 
of this country, the Government of Lord Cornwallis granted the 
applications of the banks on their depositing Company’s paper 
25 per cent. above the advance they required. In their minute 
of the 29th November, 1791, the Board remarked that ‘“‘ the 
rejection of the application before us would tend to depreciate 
Government securities.”’ 

It is not necessary to discuss here the recommendations of the 
Mint Committee of 1792, as they do not refer to any interesting 
economic theory. The Report, however, is an important land- 
mark in the currency history of Bengal. It forms the basis of the 
Government resolution of the 21st November, 1792, and of the 
currency reform of 1793. In the latter year bimetallism was again 
attempted in Bengal. 

Mr. Harrison writes * that on this occasion the Government 


1 I have not been able to trace the cause of this panic. Could it be due to 
rumours of British reverses in Mysore ? 

2 This should not be confounded with the Bank of Bengal, recently merged 
into the Imperial Bank of India. 

3 The panic soon subsided. In his letter of the 30th November, 1791, Mr. Mee 
thanked the Government for the liberal offer of assistance, which, he added, was 
no longer necessary. 

4 Economic Journat, Vol. III, p. 54. 
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erred on the other side and slightly undervalued gold in terms of 
silver. This statement, however, is not confirmed by the papers 
in the Public Department of the Imperial Record Office. We do 
not come across any instance of the disappearance of gold from 
circulation which would have been quite a striking phenomenon 
in those days, and would have found at least a passing mention 
in the records of the period. On the other hand, we find Mr. 
Caldecott, the Accountant-General of Bengal, in his letter of the 
21st February, 1794, alluding to the discount on mohurs. In this 
letter Mr. Caldecott suggested that mohurs, their halves and 
quarters, should be sent to the mofussil to reduce the disproportion 
between gold and silver coins in Calcutta. But “it appears to 
admit of some doubt,”’ he added, ‘‘ whether the batta can be done 
away (with) without making such an addition to the quantity 
of pure gold in the mohur as is requisite to render its intrinsic 
value equal to the intrinsic value of sixteen sicca rupees.”’ 

A fluctuating batta on gold mohurs continued almost up to the 
end of the century. On the Ist January, 1800, Mr. Meyers, the 
Accountant-General, however, reported that the discount on gold 
mohurs, which had become as much as Rs. 4—3 as. per cent. in 
March, 1796, had ceased to exist since September 1799. This was 
mainly due to the large importation of silver at that time.1_ This 
influx of silver by reducing its value brought at last to a parity the 
market and the mint ratios of the two metals. Another reason 
was the increasing use of gold coins in the mofussil, except in 
some backward parts. By the end of the century the currency 
difficulties of Bengal were well-nigh over. The year 1795 saw the 
final establishment of the nineteenth sun sicca rupee? as the 


1 As the editor of the Calcutta Gazette wrote on the 28th November, 1799, 
“the amount of silver only, imported by sea within the last four months, (was) 
near one crore of sicca rupees, or about one million two hundred thousand 
sterling.’’? About one-half of this amount had been on Government account. 
For the first time, after an interval of forty-one years, the Company imported to 
Bengal £99,699 of bullion in 1798. 

2 That is, sicca rupee bearing the date of the 19th sun or year of the reign 
of Emperor Shah Alum. The reason for putting this invariable date on coins 
minted in different years was that the shroffs charged discount on old coins, even 
though they had not deteriorated at all. 

There is some confusion regarding the date of the introduction of this clever 
measure for outwitting the shroffs. According to the Mint Committee of 1792, 
the date was 1773. This has been repeated by all subsequent writers, including 
Harrison. But as Shah Alum succeeded his father as Emperor in 1759, the 
nineteenth year of his reign could not possibly be 1773. I made a reference to 
Mr. Foster, who searched the India Office Records of 1773, but could not find the 
order referred to by the Mint Committee. Mr. Allan, the well-known expert on 
Indian coins, was kind enough to examine for me the complete set of coins at the 
British Museum. He did not find any 19th sun sicca rupee before 1778. For 
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standard coin of the province in place of a variety of old and light 
coins of different weight and standard, which had so long been in 
circulation. The method of coinage had also improved, making 
clipping and counterfeiting more difficult. The batta on mohurs 
which had been troubling the Bengal Government since the days 
of Clive had at last come to an end, at least in Calcutta. But the 
Court of Directors had made up their mind to abandon bimetallism 
in all the Presidencies. 

In their famous Dispatch ! of the 25th April, 1806, the Court of 
Directors observed :— 

“It is an opinion supported by the best authorities, and 
proved by experience, that coins of gold and silver cannot circulate 
as legal tenders of payment at fixed relative ratios . . . without 
great loss; this loss is occasioned by the fluctuating value of the 
metals of which the coins are formed.’ They therefore recom- 
mended the adoption of silver monometallism with gold coins as 
optional currency, which “ should not be forced into circulation 
at a fixed value in silver coin, but left to find its own level.’’ The 
subsequent history of the currency system of Bengal is well 
known. The circumstances under which the Government defi- 
nitely abandoned bimetallism and adopted a rupee of uniform 
weight and fineness as the standard coin throughout British India, 
and how they ultimately stumbled upon the gold exchange 
standard, have been told by many writers. 

Thus the official records left by the Company’s servants throw 
interesting sidelight on the economic thought in England during 
the latter half of the eighteenth century. We find, in the writings 
of these busy officials, who were anything but economic experts, 
fairly accurate ideas about bimetallism and Gresham’s Law. 
Some of the Company’s servants appear to have also realised the 
possibility of a concurrent circulation of gold and silver on the 
principle of limitation of supply. This economic theory, which 
was later on developed by Ricardo and formed in the nineteenth 
century the basis of the limping standard, seems to have influenced 
the suspension of gold coinage by Hastings in 1777 and by his 
successor eleven years later. 

It may therefore be naturally asked, why did the Company’s 
servants fail repeatedly in their attempts at establishing bi- 
metallism in this province? The answer is that it was very 





fuller details, reference may be made to a paper on ‘‘ Some Currency Reforms of 
Hastings” read by me before the Indian Historical Records Commission in 
January 1924, and subsequently published by the Government of India. 

1 The whole of this Dispatch is printed in the House of Commons Return, 


No. 127 of 1898. 
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difficult in those days to fix the mint ratio in such a way as to 
correspond exactly with the market ratio between the two metals. 
Bitter experience soon taught the Company’s servants that the 
market ratio varied not only from province to province, but also 
from district to district. Bengal in those days was not a single 
economic unit. Different kinds of rupees, more or less debased , 
were in circulation in different parts of the province. It was 
hardly possible to fix the accurate ratio between the gold mohur 
on the one hand and the different kinds of rupees on the other. 
It is not, therefore, surprising that bimetallism attempted under 
such conditions failed. 

But does the record of this failure establish a case against gold 
currency in India? It is a matter of common knowledge that 
during the latter half of the eighteenth century, England was 
passing from silver to gold standard by an accidental over- 
valuation of the yellow metal. Does the limited circulation of 
over-valued gold coins in Bengal during the same period prove the 
unsuitability of gold currency in this country at the present day ? 
Such historical inference is hardly fair. It is true that during 
the latter half of the eighteenth century the prices of all important 
commodities rose in this province. But Bengal was even then a 
land of low incomes and low prices, and naturally the gold mohur 
and its subdivisions could have only a limited circulation. 

It may, on the other hand, be argued that just as in those days 
cowries 1 were being replaced by silver, the latter metal will in 
turn yield its place to gold, in view of the rapid rise in prices. 
But to establish a case for gold currency in this manner is equally 
unsound. It is, of course, now possible to introduce gold currency, 
but whether it is more desirable than the gold exchange standard 
is quite a different question. 

The chief advantage of gold currency is that it is less subject 
to corrupt or foolish practices on the part of Governments than the 
gold exchange standard. But under ideal conditions the latter 
is certainly the more desirable currency system. Unfortunately, 
what we now have is a travesty of the gold exchange standard. 
The truth is that the currency trouble of John Company has now 
reappeared in a more acute form. With the official rate of the 
sovereign fixed at Rs. 10, it is now passing hands for more 
than Rs. 16. The present batta is therefore twenty times the 


1 Cowries, or shells, were used as small tokens in many parts of Bengal only 
a generation ago. But during the middle of the eighteenth century, cowries were 
in some cases used for large monetary transactions also. As late as 1791, even 
the land revenue in the outlying district of Sylhet was paid in cowries, 
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maximum rate in the days of Cornwallis! This is all the more 
regrettable, for what the Company’s servants with their imperfect 
knowledge of economics and with their political and commercial 
preoccupations failed to carry out, has not been accomplished 
in our more enlightened days. 


J. C. Smnwa, 


Reader in Economics, 
Dacca University. 








LOCAL VARIATIONS IN THE BIRTH-RATE 


A GREAT deal of attention has been paid to the differences 
between the birth-rates of different classes and different occupa- 
tions, but the striking differences between the birth-rates of 
different parts of the country seem to have been overlooked. 
The popular theory that the birth-rate varies inversely with 
the money-income of the class or occupation is very far from 
being a complete explanation of the differences which exist. 
Thus we find a very high birth-rate in Durham, where apparently 
the proportion of the population living below Rowntree’s poverty 
line was very low; in Stanley, a typical Durham mining village, 
it was only 5-2 per cent.; agricultural wages in Durham were 
about 22s. 6d. a week, a figure we may take as being the local 
minimum wage for unskilled work. On the other hand, in the 
South Midland and Southern agricultural and residential counties 
we find a low birth-rate, although there is a comparatively 
large proportion of the population living below Rowntree’s 
poverty line; in Reading, a typical town of this area, the pro- 
portion was 17-7 per cent.; agricultural wages in this area were 
only about 16s. a week, which indicates a low standard of living. 
According to the popular theory the birth-rate should be low 
in Durham and high in the south, but the reverse is the case. 

It is useless to attempt to explain completely so complex a 
problem as the local variations in the birth-rate by any one 
theory, but it is possible to make some approach towards a 
solution by an analysis of the birth-rate figures and census 
returns. 

‘“* According to Dunlop’s observations on marriage in Scotland, 
the effect of one year’s delay of marriage is to reduce the average 
family by fully one-third of a child, or that three years’ delay 
may be expected to result in the family being one child less. 
The result may be fairly correct in general, but it cannot be 
strictly applied, for the crude observations show that the effect 
of one year’s delay is not constant through the fertile period 
of the woman’s life, but is greater for the younger and less for 
the later years. Thus a year’s delay when the woman is aged 
from twenty tc twenty-five averages 0-45 of a child, 0-37 when 
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she is aged from thirty to thirty-five, 0-29 when she is aged 
from thirty-five to forty, and 0-19 when she is aged from forty 
to forty-five.” It requires, it may be noticed, a delay of about 
forty years on the part of the husband to decrease the number 
of children by one child.} 

It appears from this that the age of marriage of women is 
an important factor in determining the birth-rate. A high 
birth-rate should be found where the age of marriage of women is 
low, and a low birth-rate where their average age of marriage 
is high. 

In the annexed table a comparison is made of English and 
Welsh counties in respect of the proportions of the sexes in the 
population, the proportion of marriages in which the woman 
is under twenty-one, and the birth-rates; the proportion of 
marriages in which the woman is under twenty-one is the most 
easily obtainable index for comparing the average age of marriage 
of women in different counties. According to Dunlop’s theory 
we would expect to find a high birth-rate where the proportion 
of marriages under twenty-one is high, and in fact it will be seen 
that this is the case; a correlation of + -77 with a probable 
error of -04 is found between Columns 2 and 3. This seems to 
show that the birth-rate in England and Wales is at any rate 
partially a function of the age of marriage of the women. 

If it is possible to discover what determines the age of marriage 
of women, which, it will be seen, varies considerably between 
different counties, a great deal will have been done towards 
finding the ultimate cause of local variations in the birth-rate. 

It is here suggested that the age of marriage of women largely 
depends on the keenness of the competition for them. The 
underlying assumption made is that most women wish to get 
married. Where the number of men exceeds the number of 
women, it is to be expected that the competition among men 
for wives will be keen, and the average age of marriage for the 
women will tend to be low. Where, on the other hand, the 
number of women exceeds the number of men, the competition 
for wives will be less acute, and men will tend to postpone 
marriage. 

The psychological assumption is that both sexes will be 
mutually attracted when they attain a suitable age, and will 
tend to pair off with an ultimate view to marriage. As the 
average girl, especially of the working class, thinks, rightly or 
wrongly, that she will be better off and more independent married 

1 A. M. Carr-Saunders, he Population Problem, p. 103. 
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than single, and as most women take an inordinate interest in 
a wedding, and so presumably desire to appear at one in a lead- 
ing role, the tendency will be for the woman to try to hasten 
the marriage; the existence of a surplus of men will make this 
comparatively easy, as the man in question can be brought 
“up to scratch”’ by playing on his jealousy, which will be 
facilitated by the number of possible alternatives. 

The man, on the other hand, although usually intending to 
get married some time in the future, may not unnaturally be 
supposed to be more desirous of delaying marriage than the 
girl. He knows, and this is especially true in the working-class, 
where men normally attain their maximum earning power at 
twenty-one, that he will be worse off and far less independent 
when married than when single, and therefore he will tend to 
delay marriage. This will be easiest where there is a surplus 
of women, because the woman to whom he is attached will have 
less opportunity of bringing him “ up to scratch”’ by means of 
jealousy, and will probably not be very eager to attempt this 
for fear of losing him altogether; she will rather tend to con- 
tinue to ‘keep company with” him in the hope of marrying 
him ultimately. 

We thus arrive at a kind of Law of Supply and Demand by 
which the average age of marriage of women is determined. 
Where the proportion of women to men is high, their average 
age of marriage is also high, and conversely where the proportion 
of women to men is low, their average age of marriage is low. 

We find that, .on the whole, this is so. There is, between 
Columns 1 and 2 of the table, a correlation of — -45 with a 
probable error of -067, or, if the rural and agricultural counties, 
which form a special case which will be dealt with later, are 
excluded, there is a correlation of — -77 with a probable error 
of -05. If, as has been shown, the birth-rate is high where the 
marriage-age of the women is low, and the marriage-age of the 
women is low where the proportion of women to men is low, it 
follows that the birth-rate will be high where the proportion of 
males in the population is high, and this is in fact found to be 
the case. There is a correlation of — -42 with a probable error 
of -08 between Columns 1 and 3 in the table, or, if the rural 
counties are excluded, of — -81 with a probable error of -04. 

Of course it is not claimed that this competition for wives is 
the only factor to be taken into consideration in explaining the 
average age of marriage, which, like all other things dependent 
on human nature, involves a very large number of things vary- 
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Marriages 
Females dis0 bis 0) Births 
per 1000 aay ays per 1000 

County. Males Females living 

(1901). were under (1901). 

Col. 1. twenty-one. Col. 3. 

Col, 2. 

London 1118 128 29-0 
Surrey 1125 105 24-1 
Kent . 1032 138 25-4 
Sussex 1202 112 22-6 
Hampshire . 1082 130 25-4 
*Berkshire 1055 104 24-5 
Middlesex 1129 120 28-4 
Hertfordshire 1083 111 24:5 
*Buckinghamshire 1045 125 25-9 
*Oxfordshire 1111 99 23°5 
Northamptonshire 1027 138 27-3 
*Huntingdonshire . 1050 150 25-3 
Bedfordshire 1135 142 24-4 
*Cambridgeshire 1053 140 24-9 
Essex 1025 142 30-4 
*Norfolk 1090 138 26-3 
*Suffolk 1059 139 26-2 
*Wiltshire 1005 112 25-0 
*Dorset 1020 116 23-8 
Devon 1121 lll 23:5 
Cornwall 1149 122 24-4 
Somerset 1111 101 23°5 
Gloucestershire 1152 105 25-6 
*Hereford 1074 91 23-5 
*Shropshire . 1023 102 26-2 
Staffordshire 1009 182 32-9 
Worcestershire 1113 128 28-6 
Warwickshire 1063 160 30-7 
Leicestershire 1080 156 28-6 
*Rutiand 1001 112 22:9 
*Lincolnshire 1033 166 26:8 
Nottinghamshire . 1050 213 31-4 
Derbyshire . 1012 191 30°5 
Cheshire 1089 120 26:8 
Lancashire . 1082 137 28-5 
West Riding 1056 177 28-9 
East Riding 1040 177 30-2 
North Riding 1021 176 29-6 
Durham... ; 972 228 36-2 
Northumberland . 993 178 32-4 
*Cumberland 1037 136 27-7 
*Westmorland 1111 87 22-6 
Monmouth . 962 208 34:6 
South Wales 983 170 32-4 
*North Wales : 1044 76 26-1 
England and Wales (average) 1068 146 28-5 




















* Agricultural Counties. 
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ing in individual cases, as well as the general custom of the 
district and the sufficiency or otherwise of suitable houses. 

The rural counties do not appear to conform to the tendencies 
which we have enumerated, or at any rate they only conform 
in a slight degree. The reason for this seems to be that the 
rural community is essentially a stable and static community, 
whilst the urban community is expanding; hence the age of 
marriage is comparatively late in the country; a young man may 
have to wait some years before the death or retirement of one 
of the older members of the community gives him a business 
opening. Amongst the rural labouring class marriages are also 
delayed on account of the housing shortage, which always appears 
to have been acute on account of the agricultural labourer’s 
inability to pay an economic rent, and of the necessity for many 
young labourers to remain single, because farmers would, in 
many districts, only employ men who were prepared to “ live in.”’ 

This last factor seems to be very important; the practice 
of farm-hands “living in” is commonest in pastoral districts, 
where the average number of men employed on a farm is small ; 
in arable districts, where the average number of men employed 
on a farm is much greater, and there are fewer animals to look 
after, the practice is not nearlyso common. As might be expected 
from this, it is in the arable counties, where the practice is least 
prevalent, like Lincolnshire, Cambridgeshire, Huntingdonshire, 
Norfolk, and Suffolk, that the proportion of women marrying 
under twenty-one is greatest, and in the pastoral counties, where 
the practice is most prevalent, like Westmorland, North Wales, 
Hereford, Shropshire, Wiltshire, and Dorset, that the proportion 
of women marrying under twenty-one is the lowest. 

Granted that the birth-rate is largely determined by the age 
of marriage of the women, and that this, in turn, is largely deter- 
mined by the proportion of males to females, we have to ascertain 
the cause of the great variations in the latter which are shown to 
exist by Column 1. There can be no doubt that the proportion 
of men to women depends on the industrial character of a district. 
Where the main industries call for men’s labour, like mining, 
iron and steel, shipbuilding, and engineering, the proportion of 
males to females and the bisth-rate is high, as in Durham, 
Northumberland, Monmouth, South Wales, Staffordshire, and 
Derbyshire. Where the demand for female labour as servants, 
textile operatives, factory operatives in tobacco and chocolate 
factories, etc., is strong, there is a low proportion of men to 
women and a low birth-rate, as in Sussex, Somerset, Gloucester- 
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shire and Devon. Hence the birth-rate seems to depend ulti- 
mately on the industrial character of a district. 

This seems to be fairly satisfactory in explaining the varia- 
tions in the birth-rate between different parts of the country. 
It accounts for the variations from the mean, but obviously will 
not explain why the birth-rate for the country as a whole is 
what it is, and why it is greater or less than that of another 
country. : 

To sum up, the variations of the birth-rates of different parts 
of the country seem to depend on the industrial character of the 
districts; the industrial character of the district determines 
the sex-distribution of the population, especially at the important 
period between twenty and thirty. The sex-distribution of the 
population determines the age at which the women marry through 
the keenness or otherwise of the competition for them, and the 
age of marriage of the women determines the birth-rate. 

C. T. BRUNNER 
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THE RECENT CURRENCY AND EXCHANGE POLICY 
OF JAPAN 


THE terrible earthquake which overwhelmed the Kwanto 
district of Japan on September Ist, 1923, seems to have been 
similar in its effects to most other great national disasters in that 
it gave a violent stimulus to the forces of change and unrest, 
and brought to a head weaknesses in the economic situation of 
the country which would otherwise have become only gradually 
apparent. In particular, the sudden depreciation in the exchange 
value of the Japanese currency during the past year has called 
the attention of economists to certain faults in her financial 
organisation and to mistakes of policy, which escaped without 
sufficient emphasis while the yen was at par. Although it is 
now generally acknowledged that the earthquake was not the 
primary cause of Japan’s present financial weakness, but rather 
the occasion for rendering it obvious, yet the decline, which has 
amounted to over twenty per cent., in the exchange value of 
the currency has come as a surprise to the greater part of the 
business world. The reason for this is because it was generally 
supposed that of all the countries which before the War could 
claim to be numbered among the Great Powers, Japan had 
suffered least from that disaster. Her national wealth had 
increased enormously during the hostilities, and her industries, 
stimulated by the demands of the Allies and by the prolonged 
absence of her chief competitors from the world markets, had 
undergone a remarkable expansion. At the end of 1918 her 
financial position appeared sounder than that of any important 
country with the exception of the United States; but it seems 
now that either her apparent strength was merely the result of 
the temporary and artificial stimulus of the War, or that her 
financial policy and machinery have been unequal to the heavy 
tasks imposed by post-war conditions. The aim of the present 
writer is to trace the history of Japan’s monetary policy since 
1914, and to emphasise the somewhat peculiar circumstances 
which have produced the present financial situation. In par- 
ticular it will be necessary to deal with a fact which recent events 
have brought into the foreground of discussion. It is that, while 
the level of prices has remained remarkably high in Japan since 
1920 in spite of the slump and in contrast to the deflationary 
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movement in England and America, yet there was no corre- 
sponding depreciation in the exchange value of the yen until 
quite recently. In other words, from 1920 to the beginning of 
1924 there was a remarkable divergence between the exchange 
value of the yen and its “ purchasing power parity.” 

In order that the course of events may be quite clear, it is 
necessary to deal in brief outline with some characteristics of 
Japan’s currency policy prior to the War. Many of the facts 
are well known, but a repetition of them can scarcely be avoided 
in anything approaching a complete survey of the subject. One 
of the main features of Japan’s currency and exchange policy 
for many years past has been the maintenance of large foreign 
balances, which have been kept mostly at London and which 
have been used partly to maintain the quotation of the bonds 
floated abroad by the Japanese Government at a satisfactory 
figure, and partly as exchange funds. This practice, which was, 
of course, a common one, pursued by many of the weaker financial 
States, dates back nearly thirty years in the case of Japan, 
and its development is interesting because it has such a close 
bearing on her recent currency history. The practice began in 
1895, at the close of the Sino-Japanese War. China, as a result 
of her defeat, found herself obliged to pay an indemnity of 
230 million taels to the victorious Power, and her Government 
decided to raise the necessary funds by issuing public bonds in 
Europe. At this time, however, Japan “ had the prospect before 
her of making large disbursements for several years in Europe; 
while at the same time the price of silver was undergoing great 
depreciation, so that the Government of Japan was strongly 
inclined towards the adoption of the gold standard. In view 
of these two sets of facts, it occurred to Count Matsukata, the 
Minister of Finance at that time, that it would be to the advantage 
of both Governments if the indemnity were received in English 
money.” ! Accordingly, negotiations were opened with the 
Chinese Government, as a result of which it was agreed that the 
equivalent of the indemnity in English money (viz. £38,000,000) 
should be paid to the Japanese Government in London. This 
was done by means of a series of instalments. In the course of 
time, part of this sum was brought home to Japan in specie and 
served to strengthen the gold reserves of the Bank of Japan, 
but a part of it was kept with an agency of the central bank 
in London and served as a nucleus of the foreign exchange fund, 


1 Matsukata, Report on the Post-bellum Financial Administration in Japan, 
p. 215. ; 
K2 
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the maintenance of which has been such a conspicuous feature 
of the Japanese currency policy since that time. 

It does not appear, however, that the establishment of this 
exchange fund was the result of any far-sighted financial policy, 
or that it was regarded as anything but a temporary expedient, 
necessary to meet the needs of the moment. The practice owed 
its origin merely to the peculiar circumstances connected with 
the payment of the Chinese indemnity, to the fact that the 
whole sum could not have been brought to Japan immediately 
without disturbing the exchanges, and to the fact that Japan 
was about to embark on a policy of military and naval expansion 
which involved heavy expenditure abroad. ‘“‘ The Government 
took advantage of the interval between the receipts and disburse- 
ments of the various instalments to utilise various parts of the 
indemnity fund. Sometimes a portion was employed to relieve 
the stringency of the money market at home; at other times 
portions of the fund were invested in a temporary way in the 
Treasury Bills of both British and Indian Governments; .. . 
or at times when there was a tendency for our specie to leave 
the country, a portion of the fund was employed as a provision 
fund for foreign exchange with the object of preventing the 
exodus of specie.”’ } 

This policy became firmly established after the Russo-Japanese 
War, and a great part of the proceeds of the foreign loans, which 
Japan raised at that time, was held in London, as is illustrated 
by the fact that, whereas the Bank of Japan’s specie reserve held 
within the country was only 37 million yen on December 31st, 
1905, the balance in London on the same date amounted to 
442 million yen.2, The following table shows that the policy 
was continued up to the outbreak of the Great War.® 








Date. Gold Reserve in Japan.| Balance in London. 
Dec. 31,1905 . . . 37 million yen 442 million yen 
5 jk ne 45 ,, m 401 es = 
<5 MONO. se as 135s, 5 337 ss x 
s cc) ne 133_—i,, es 231 ts ‘3 
5 il) re 136s, 3 215 ie ‘ 
5 1913... we 120 oe 246 >> sé 
a pl4 wks 129° 4 a 213 < 5 











1 Matsukata, Report on the Post-bellum Financial Administration in Japan, 
pp. 224-5. 

2 It should be noted that part of this foreign reserve belonged to the Japanese 
Government and part to the Bank of Japan, but that the relative share of each 
is not published, as far as the writer is aware. 

% Gyoju Odate, Japan’s Financial Relations with the United States, p. 29. 
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It will be noticed from this table that the decline in the 
foreign balances between 1907 and 1910 coincides with a great 
increase in the specie reserve held within Japan, a fact which 
indicates that specie was brought home doubtless to relieve the 
financial stringency which followed on the panic of 1907-8. 
Further, it will be seen that, while from 1910 to 1914 the domestic 
holding of specie was almost constant, the foreign balances were 
subject to a considerable decline in spite of the fact that several 
foreign loans were floated during that period to replenish them. 
This decline caused great uneasiness to the Japanese financial 
authorities. 

The reasons which led Japan to convert into a permanent 
policy what had originally been a temporary expedient to meet 
the special circumstances produced by war will become evident 
if we examine her banking and currency system. The position 
of the central bank has a particularly close bearing on the 
problem. The Bank of Japan, which acts in very close con- 
junction with the Minister of Finance, has a monopoly of the 
country’s note-issue. According to the law of its establishment, 
the Bank must hold, as cover, gold and silver coin and bullion 
equivalent in value to the notes issued, although it is provided 
that notes to the value of 120 million yen may be issued against 
certain specified securities. These notes, in the absence of a 
highly developed cheque currency, form the country’s most 
important means of payment; and though they were nominally 
convertible into gold on demand, gold coins did not circulate 
to any considerable extent. From the time of the Russo-Japanese 
War, moreover, the foreign balances had been counted as part 
of the specie reserve for the note-issue, and thus Japan’s currency 
system prior to 1914 bore a considerable resemblance to the gold 
exchange standard. In its relation to the money market the 
central bank was in a somewhat peculiar position. Although 
it rendered great financial assistance to the Government and to 
the official banks, it was not a banker’s bank, and it had very 
little control over the activities of the numerous private financial 
institutions, which numbered, about two thousand. Very few 
of these banks kept their reserves with the Bank of Japan or 
co-operated with it, and thus it was unable to co-ordinate the 
banking activities of the country and to enforce a common policy. 
Further, the system meant that the reserve against the note- 
issue was divorced from the banking reserves, and that the Bank 
Rate was quite powerless to affect the policy of the other banks. 
Such being the case, the central bank was unable to check the 
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undue extension of credit on the part of other financial institu- 
tions, and yet in the crises which followed such booms (as in the 
years 1907-8 and 1920-1) it found itself obliged to lend freely 
to them in order to prevent a general financial collapse. Thus, 
though it could not influence their policy, it had to come to 
their aid when that policy had landed them in difficulties. This, 
together with the fact that a cheque currency was as yet un- 
developed and so could not be relied on as a means of meeting 
increased demands for payment, involved periodically vast 
increases in the note-issue. Legally there was no difficulty about 
extending it, for in times of crisis the Bank was permitted to 
increase its security issue beyond the statutory limit on the 
payment of a tax to the Government. In practice, however, 
if Japan had been determined to maintain a gold standard, such 
a situation would have involved the necessity for large imports 
and exports of gold periodically, which, in view of Japan’s distance 
from the important financial centres of the world, would have 
been a slow and expensive undertaking. A note-issue backed 
to a great extent by holdings of foreign currency was obviously 
more suited to the financial condition of the country than an 
unadulterated gold standard currency. Further, the Japanese 
exchanges were especially liable to severe fluctuations, partly 
because of the Government’s heavy periodical payments abroad 
as interest on Japan’s foreign debt or for the purchase of those 
Western manufactures which her naval, military and industrial 
expansion necessitated, and partly because her chief export, 
raw silk, was one for which the demand varied very considerably 
in the world markets. The seasonal strain, too, was severe, 
for Japan was still largely an exporter of raw materials and 
agricultural produce, exports of which were naturally concen- 
trated in the latter part of the year. Thus it would have been 
exceptionally difficult for Japan to prevent heavy gold exports 
on occasions, had no special measures been adopted. The 
central bank would have been quite powerless to protect its 
reserves by means of the mechanism of the Bank Rate, not only 
because of Japan’s great distance from other financial centres, 
but also because of her position as a debtor country. 

As a result of the adoption of this system of regulating the 
exchanges, the balance of indebtedness between Japan and the 
rest of the world would be settled, if adverse to Japan, not by 
gold exports but by sales of credits held in London, and the 
reduction of the exchange fund at that centre would be offset 
by a cancellation of notes, which would be paid into the Bank 
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of Japan when the exchange was purchased. Now we have seen 
that this system was pursued until 1914, but that the steady 
decline in the amount of the exchange fund had given the 
authorities cause for alarm. The only explanation given for this 
decline was the “ adverse balance of trade’’; but since this is 
itself a result rather than a cause, it is necessary to look rather 
more deeply into the circumstances of the time for a solution of 
the problem. The continuous fall in the exchange fund indicates 
that prices in Japan were inflated when compared with gold 
prices, and that forces were at work which were tending to 
remedy this, viz. internal purchasing power in the form of Bank 
of Japan notes were being exchanged for foreign credits. The 
fact that the movement continued for several years without any 
equilibrium being reached, and without Japan’s price level being 
adjusted to that of the rest of the world, is somewhat remarkable. 
It caused some financiers to protest against the system of issuing 
notes against the foreign balances, and to demand that only 
specie held within the country should be counted as the currency 
reserve. It may be suggested, however, that the fault lay not 
with her method of regulating the currency, but entirely with 
her banking organisation. Even the existence of a gold standard 
pure and simple does not obviate the necessity for a strong 
central bank and a highly organised money market, the absence 
of which would, in fact, make the maintenance of a gold standard 
impossible for long. Similarly, Japan’s version of the gold 
exchange standard could only have been completely satisfactory 
if her central bank had been able to control the creation of credit 
on the part of the other banks, for then alone could it have 
really regulated its own note-issue. Had it been able to counter- 
act increased demands for sales of the exchange fund by raising 
the Bank Rate and by forcing other banks to contract credit, 
then the desired reduction in the amount of purchasing power 
would have been obtained. As we have seen, however, the 
undeveloped state of Japan’s financial machinery made that 
impossible. It may be true that a gold exchange standard of 
any kind is less automatic and “ fool-proof ” than a gold standard ; 
but it seems evident that the financial weaknesses of Japan at 
any rate should be ascribed not to the faults of her gold exchange 
standard as such, but rather to the undeveloped state of her 
banking system. Possibly much of the adverse criticism levelled 
against the gold exchange standard would be directed with more 
justification against the banking system of those countries in 
which that standard happens to exist. 
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The outbreak of the war completely altered the situation, as 
far as the foreign balances were concerned. The immediate 
effect, however, was to produce a depression in Japanese industry 
which lasted till the middle of 1915; but presently Allied orders 
for munitions and supplies of all kinds began to flow in, and 
these caused an immense change in Japan’s position in the world 
of commerce. The statistics of her foreign trade illustrate 
clearly enough the tremendous readjustment of her economic 
life. From 1911 to 1914 the average annual excess of imports 
over exports amounted to 65 million yen, while from 1915 to 
1918 the annual excess of exports reached an average of 352 
million yen. The following table will make the position yet 
more clear.! 


ForricN TRADE OF JAPAN, 1911-1920 (in million yen). 








Year. Exports. Imports. Excess. 
2ONL wl 447 514 67 (import) 
a 527 619 92 ae 
BOIS). wks 632 729 97 ne 
a 591 596 5 a 
ne 708 532 176 (export) 
$080. ke 1127 756 371 * 
Wa. es. 1603 1036 567 He 
POMS. cos 1962 1668 294 te 
|) 2099 2173 74 (import) 














Not only did the export of commodities increase enormously 
during the War, but “invisible exports’’ must have risen in 
amount to an almost equal extent. For instance, Japan extended 
her mercantile marine during this period and her ships began to 
play a much more important part in Far Eastern trade than 
they did before the War. 

Now this industrial boom, which the requirements of the 
Allies had stimulated, naturally had far-reaching financial 
effects. For a time the greater part of Japan’s foreign trade 
continued to be financed through London; but in 1916, when 
that medium ceased to be available, her balance of indebtedness 
was settled by means of specie shipments from the United States. 
As a result, the specie reserve held in Japan increased from 
129 million yen in December 1914 to 228 million yen in December 
1916, while her foreign balances, which had been steadily decreas- 
ing for many years, and which stood at 230 million yen in June 
1914, and 213 million yen at the end of the same year, amounted 


1 The Financial and Economic Annual of Japan, 1910-1919. 
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to 487 million yen in December 1916.1 The flow of specie into 
Japan from the United States continued until September 1917, 
when America placed an embargo on gold exports and so deprived 
Japan of her means of receiving payment. As a result, Japan 
also placed an embargo on the export of gold, and from this 
time onwards the balance of Allied indebtedness to her accumu- 
lated in New York. The foreign balances increased from 487 
million yen in December 1916 to 725 million yen in June 1918, 
and to 1355 million yen in December 1919. 

The financial machinery of Japan was scarcely equal to 
dealing with such an unexampled period of trade, and the lack 
of a highly centralised banking system was keenly felt. While 
industrial firms sought for fresh capital so that they might 
extend their plant and so take full advantage of the strong 
demand for their goods, the Yokohama Specie Bank, the official 
exchange bank through which a great part of Japan’s foreign 
trade is financed, borrowed heavily from the central bank in 
order to finance the vastly increased exports. Unfortunately, 
as we have seen, the ordinary banks had no close connections 
with the Bank of Japan, and their funds were, in the absence of 
a discount market, unavailable for exchange purposes, so that 
during the War the central bank developed into an institution 
whose main function was the support of the exchange banks.” 
Its enormous loans for exchange purposes resulted in a vast 
increase in its note-issue. In December 1914 the issue stood 
at 385 million yen; it rose in December 1916 to 601 million yen, 
and in December 1918 to 1145 million yen, and in December 
1919 to 1555 million yen. The fact that this inflation was based 
on increased gold holdings did not, as some financiers apparently 
hoped, prevent a great rise in the general level of prices. 


RELATIVE Prices AND Nors-IssvEs (1913 figures = 100). 














Year. Prices.® Note-Issue.* 
OMe cS a, ees 95 91 (December 31) 
U1 ene ee ee 97 101 ie ‘a 
i ree 117 141 a ne 
i) ar a oe 149 195 Pe Me 
RT ee Sy Sa 196 269 a eee 
PD el). Ue. | 239 365 Pe pe 








1 Japan Year Book, 1923, p. 493. 

2 Cp. Gyoju Odate, Japan's Financial Relations with the United States, Chapters 
II and III. 

3 Bank of Japan’s Index-Number, Monthly Average of Wholesale Prices. 

4 Maximum Issue of the year. 











74 THE ECONOMIC JOURNAL [MARCH 


Under normal circumstances the rise in prices would have 
checked the demand for Japanese goods on the part of foreign 
buyers, and this would have prevented any further increase in 
Japan’s gold holdings. But the demand for commodities on 
the part of the Allied Powers was far too urgent for the normal 
remedy to take effect and the excess of exports continued up to 
the end of the War. Thus, though the effect of the War was 
to give Japan an unusually large favourable balance of trade, 
yet, inasmuch as the stimulus was temporary and artificial, 
the fabric of her economic life was severely strained. For five 
years Japan was selling without being able to buy proportionately, 
and she was accumulating reserves of purchasing power which 
she could not employ. As a result, she was left in 1919 with an 
enormous balance of short-term indebtedness in her favour, 
which has proved a source of danger to the economic life of the 
country. 

This danger, it must be admitted, appears to have been 
realised by her financial authorities, and there was certainly 
some attempt to convert the balance of short-term indebtedness 
into long-period loans. But circumstances were scarcely favour- 
able for the execution of this policy. The bonds which Japan 
herself had issued abroad prior to the War stood at a very high 
figure, and little seems to have been done to redeem them, for 
the foreign debt was practically the same at the end of the War 
as at the beginning. Up to September 1918, however, Japan 
had loaned 1140 million yen to the Allies; 1} but the greater part 
of this was in the form of short-term loans which did not, of 
course, remedy the situation. By December 1921 the amount 
outstanding of the foreign loans issued in Japan was only 454 
million yen, the greater part of which consisted of advances to 
the Czarist Government and of the notorious Nishihara loans to 
China.2 Thus, the only long-period loans of importance which 
Japan made during the War were to debtors from whom there 
is now not the slightest possibility of obtaining repayment. 

We may now turn our attention towards the position of the 
Japanese foreign exchange rates after 1914, though our present 
purpose does not require more than a very brief outline of their 
course. The yen rose above dollar parity in November 1915, 
and maintained that position without a break until the end of 
1919. Up to September 1917, gold exports from the United 
States prevented any great rise in the exchange, but after the 


1 Elisha Friedman, International Finance and its Reorganization, p. 44. 
® Japan Year Book, 1923, pp. 490-1. 
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imposition of the embargo the yen appreciated considerably, 
rising to five per cent. above par at the end of 1917, and to ten 
per cent. above par in the autumn months of 1918. Owing to 
the special circumstances produced by the War, the exchange 
rate had no close connection with the relative purchasing powers 
of the dollar and the yen, and in the autumn of 1918, when the 
exchange value of the latter had reached the peak of its appre- 
ciation, the index-numbers show that the general level of prices 
of the United States had risen slightly less than that of Japan. 
As soon as the War had ceased to exercise its influence on the 
Japanese foreign trade, and after the removal of the American 
embargo on gold exports, the exchange on Japan fell slightly, 
and at the end of the world boom the yen was fluctuating about 
dollar parity. 

Thus the early months of 1920 found Japan with her currency 
heavily inflated and with her price level, in consequence, far 
above the 1914 level, though not quite so much as that of Great 
Britain. On the other hand, although the period during which 
she could boast a surplus of exports came to an end in 1918, 
her foreign and domestic specie holdings continued to accumulate 
until December 1920, when they reached their maximum, viz. 
2183 million yen, an increase of over 600 per cent. since 1914. 

The spring of 1920 marked a turning-point in Japanese 
financial history. The index-number of wholesale prices reached 
its maximum in March of that year, when a violent economic 
crisis began on the silk markets of the country. Prices fell 
rapidly and continuously from March 1920 to April 1921, after 
which date there was a short period of rising prices which lasted 
until October of the same year, and which was followed by 
another period of declining (though only very slowly declining) 
prices. From the table given below it will be obvious that this 
fall in the Japanese price level was considerably less than the 
decline in those of England and the United States. 


InDEX-NUMBERS OF WHOLESALE PRIicES (1913 = 100). 








Yy, Japan U.S.A. United Kingdom 

core (Bank of Japan). | (Bureau of Labour). | (Board of Trade). 
1920. . 260 226 307 
2) 200 147 197 
I@ge< + 195 150 159 
1923: . 193 155 159 














1 First eight months only, 7.e., up to the time of the earthquake. 
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One might expect to find that, as the purchasing power of 
the Japanese unit of currency had, during the years of depressed 
trade, risen very much less than that of either the dollar or the 
pound, the dollar—yen rate would have fallen considerably below 
par. That, however, did not occur. During 1921-2 the exchange 
fluctuated round $48 to the Y100, only about three per cent. 
below par, while in the early months of 1923 the rate rose above 
$49. The rate on London was adjusted to follow the course of 
the Anglo-American rate; and it is curious to remark that 
although the index-numbers for 1922 show that British prices 
were about sixty per cent. above those of 1913, while Japanese 
prices had practically doubled, yet the Anglo-Japanese exchange 
throughout the year was well above par. 

This brings us to the central problem of this essay, viz. the 
explanation of the divergence between the purchasing power 
parity of the yen and the dollar and the rate of exchange. It 
is generally admitted that the recovery in the purchasing power 
of the pound and the dollar has been due in no small degree to 
the deliberate deflation of the currency carried out by the 
financial authorities of Great Britain and the United States, and 
the fact that the purchasing power of the yen showed no com- 
parable recovery between 1920 and 1923 can only be explained 
by the fact that the Japanese Government was not inclined 
to pursue a policy of active deflation. Without pausing to 
consider the wisdom of the British and American policy, we may 
look for a moment at the reasons which caused Japan to refrain 
from her usual course of following the lead of the great financial 
Powers. These reasons are numerous and somewhat com- 
plicated in detail, but they lie at the heart of the present economic 
problems of Japan. 

As we have already seen, the stimulus of foreign demand 
during the War period had caused a vast expansion of Japan’s 
industry and trade, which obviously could not survive the 
restoration of the world’s normal sources of supply. That expan- 
sion had only been made possible by heavy extensions of credit 
on the part of the banks of the country, which found themselves 
in 1920 with a great part of their assets frozen and their whole 
situation one of extreme insecurity. Had the Government 
endeavoured to carry through a policy of deflation, and had it 
succeeded in the attempt, then banks and industrial concerns 
all over the country would have been brought to ruin. Financial 
soundness at the cost of innumerable bankruptcies and of wide- 
spread unemployment did not recommend itself as a desirable 
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economic policy to the Japanese Government. This was especially 
so since deflation is a policy more difficult to carry out in this 
country than in England and America, not only because of the 
character of the banking system, but also because of certain 
peculiarities in the psychology and social organisation of the 
people. The Japanese have proved themselves to be above all 
brilliant opportunists; they have little devotion to abstract 
principles; and, in common with other Eastern peoples, they 
have an intense dislike of pushing things through to a crisis, 
preferring to bolster up the less able units in their economic 
organisation rather than to destroy them in the interests of 
efficiency. In Japan, moreover, there is no tradition of laisser- 
faire, and the patriarchal organisation of society has by no 
means given place as yet to the competitive. For instance, the 
Japanese family, which is a much larger and more powerful 
organisation than its Western counterpart, is a means of pro- 
viding mutual help and support on a very large scale in time of 
distress. It functions, during depressions, to enable the worker 
to live without resort to systems of Poor Relief or Insurance 
Schemes, and the business man to find such financial support 
as would not be available in Western countries. Also the custom 
of distributing large allowances to factory workers on dismissal 
is evidence of an attitude of mind different from that found 
in Europe or America. It appears, then, that the Japanese 
have a strong sense of social solidarity and that they have by 
no means acquired the Western individualistic outlook. It will 
be readily understood, therefore, that a policy of deflation and 
the social consequences which a rapid readjustment of values 
involves are not likely to be looked upon with favour in this 
country, nor easy to carry out. Further, it should not be for- 
gotten that a large part of the modern industrial and commercial 
enterprise of Japan is in the hands of a few great business 
families, whose interests are wide enough to embrace almost 
every kind of economic activity, including banking. Thus there 
is not the same clear-cut division between financial and industrial 
interests in Japan as in England, and some of the greatest joint- 
stock banks of the country, such as the Mitsui and the Mitsubishi, 
represent only one part of the business activities of those houses. 
It is obvious that the attitude of such firms towards the country’s 
financial policy would be determined by industrial rather than 
by purely financial factors, and that the weight of their influence 
(which is considerable) would be thrown against any policy 
which might intensify the industrial depression. It is indeed 
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in the banking organisation that we must look for what is prob- 
ably the most important reason for the slowness of deflation in 
Japan. Even if the Government had decided to adopt a defla- 
tionary policy, it is extremely doubtful whether, in view of the 
weakness of the central bank, there would have been sufficient 
co-operation among the financial institutions of the country to 
make such a policy effective. For instance, during the past 
few years repeated protests have come from high officials against 
the practice of the ordinary banks of advancing loans on the 
security of real estate and other fixed assets, on the ground that 
such transactions should be left to the semi-official Industrial 
and Hypothec Banks which were formed especially for that 
purpose. Such protests have been apparently quite ineffective 
in preventing the smaller joint stock banks from accumulating 
assets which are impossible to realise in times of financial diffi- 
culty. Although unable to control the extension of credit on the 
part of the other banks during the boom period, the Bank of 
Japan has been obliged orf several occasions since 1920 to make 
huge advances to them in order to avoid a panic. These advances, 
together with the loans at low rates of interest which the central 
bank has made to maintain the solvency of semi-official enter- 
prises, and the frequent issues of short-term bonds by the 
Government, have naturally impeded the deflationary movement. 
At the end of 1922 the note-issue stood at 1590 million yen, a figure 
higher than any that was reached even at the height of the boom. 

Having described some of the factors which have worked 
against deflation in this country, we must now explain how it 
was that, in spite of the growing divergence between the price 
levels of Japan and the United States, the exchange remained 
as high as $48 during 1921-2 and rose within a few cents of par 
in 1923. The only explanation which fits the facts is that the 
external purchasing power of the yen was maintained high above 
its internal value by the release of the foreign balances which 
had been accumulated as a result of the export surplus during 
the War. The exchange was, in fact, “‘ pegged ”’ at a figure well 
above the purchasing power parity of two currencies, and the 
“spread”? between the two values, which was comparatively 
slight at first, has increased gradually since 1920 as a result of 
the fall in prices in the United States. This over-valuation of 
the yen abroad has put a premium on imports, while severely 
handicapping the exporter. As a result, the export surplus of 
the War years gave place to an import surplus of even greater 
dimensions. 
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Wenak Imports. Exports. Excess of Imports. 
or (In million yen.) | (In million yen.) (In million yen.) 
Vo 2,173 2,099 74 
i 2,336 1,948 388 
i 1,614 1,253 361 
i ae 1,890 1,638 252 
BOge. s, < 1,987 1,448 539 














The adverse trade balance would probably have been even 
greater in 1922 had not the Government through the Yokohama 
Specie Bank endeavoured to counteract the stimulus which the 
exchange gave to importers by restricting credits for imports 
which were not regarded as necessaries. 

The steady decline in the foreign specie holdings of the 
Government and the Bank of Japan testify to the validity of 
the above explanation. 








- Total Amount of Specie. Held Abroad. 
Date.’ (In million yen.) (In million yen.) 
Dec. 1920 eames 2,183 1,076 
a nn 4 2,080 855 
» 1922 Oe 1,830 615 
Aug.1923 . . 1,780 576 
Dec. 1923 . . 1,653 445 











The embargo on the export of gold has been maintained up 
to the present time by the Japanese Government in spite of the 
protests of those who desired an even higher exchange. Indeed, 
the lifting of the embargo and an attempt to maintain a free gold 
market would have been extremely unwise. Had the embargo 
been raised in 1919, when the United States took that step, 
the result would have been to tie the internal as well as the 
external value of the yen to that of the dollar, and to force on 
the Japanese Government a policy of deflation which, as we have 
seen, would have been very difficult to carry out, and which would 
in all probability have produced a financial panic of unparalleled 
severity. Naturally the objections to the lifting of the embargo 
have increased in force as the difference between the price levels 
of Japan and the United States have become more pronounced. 
The Government was unwilling to take the opposite course of 
allowing the exchange value of the yen to fall to its natural 
level, which would have been the wisest policy, partly no doubt 

1 Cp. Report of the Department of Overseas Trade on Japan, 1922-1923. 


2 The Japan Year Book, 1923, p. 493; and The Japan Weekly Chronicle, 
Jan. 24, 1924, p. 29 (Commercial Supplement). 
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for fear of damaging the financial prestige of the nation, and 
partly out of a desire to make use of its foreign balances. Thus 
the exchange was maintained at an arbitrary figure which bore 
no relation to the domestic purchasing power of the currency ; 
and Japan’s international trade was in consequence gravely 
disturbed. 

How long this policy might have continued, and the results 
of it in the long run, it is now impossible to say, since it was 
brought to an end by an incident which no statesman could 
possibly foresee. The Japanese financial authorities may have 
hoped that a revival of trade in England and America would 
bring the deflationary period to an end and would cause a rise 
in prices in those countries sufficient to raise the purchasing 
power of the Japanese currency to the level of its artificially 
maintained exchange value before the foreign balances were 
exhausted. The more probable explanation is, however, that 
the Government preferred to temporise and to await the final 
settlement of the European economic situation (which would 
affect enormously the value of gold) before committing itself to 
any decisive policy. 

Unfortunately the earthquake of September Ist, 1923, which 
destroyed the chief port and a great part of the capital, had the 
effect of reducing temporarily the productive resources of the 
nation, and of necessitating the importation of an enormous 
quantity of reconstruction materials. In consequence, the 
foreign balances were rapidly depleted, and it was no longer 
possible to maintain the exchange at its artificial high level. 
By the end of the year the exchange was already weakening, 
and though the Government placed difficulties in the way of 
financing imports of what were regarded as luxuries, the yen 
declined rapidly to $43 in January 1924. It was argued by 
many who had not realised the true situation that the yen would 
recover after the period of free imports had come to an end 
on March 31st, 1924, and that the foreign loans raised in England 
and America in the spring of that year would restore the balance 
of specie held abroad to an adequate amount. But the proceeds 
of the loans have been required largely for the repayment of 
foreign debts which have fallen due during the year, and for 
purchases of reconstruction materials. Thus the fact that the 
exchange funds were approaching exhaustion forced the financial 
authorities to abandon their policy of supporting the exchange, 
which has steadily declined throughout the year till at the time 
of writing (November 1924) it stands at $38}. This, it should be 
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noted, is at the height of the export season, when trade influences 
are in Japan’s favour, and when the depreciation can no longer 
be ascribed to the necessity of paying for vast quantities of 
reconstruction materials. It is possible that the exchange will 
depreciate still further when the favourable seasonal influences 
are removed, for there are no signs of any deflation of the 
currency, and the Japan—American exchange is still above the 
purchasing power parity of the two currencies. The following 
table indicates the divergence within recent years between the 
exchange rate and purchasing power parity. 


PurRcHASING PowER PARITY AND EXCHANGE VALUE. 





























Index-Numbers z ent 2 »' 
Base year 1913. 1913 p-p. Purchasing Actual 
Date. Power % of Exchange % 
$ p-p. of $ Parity. 
Japan.') U.S.A.?| Japan. | U.S.A. 
1921 200 147 50-0 68-0 74 97 
1922 195 150 51:3 66-7 77 97 
1923 
(Jan.—Aug.); 193 155 51-8 64°5 80 98 
Sept. 210 15 47-6 64-9 73 97 
Nov. 210 152 47-6 65-8 72 98 
1924 
Jan. 211 151 47-4 66-2 72 91 
May 205 147 48-8 68-0 72 82 
July 195 147 51:3 68-0 75 83 
Aug. 200 150 50-0 66-7 75 83 
sai \ Not available at time of writing. Li 








For reasons which need not here be discussed, a very close 
correspondence between the exchange and the purchasing power 
parity is not to be expected; but it should be noted that, had 
retail prices been compared, the divergence would have been 
much greater owing to the fact that retail prices lag behind 
wholesale prices to a much greater extent in Japan than in 
America. 

It should be noted that Japan still possesses a considerable 
specie reserve, for at the time of writing (November 1924), while 
the note-issue stands at a little over 1200 million yen, the gold 
held in the country amounts to 1060 million yen, and the specie 
abroad is estimated at 400 million yen. Yet in view of the 
impossibility of lifting the embargo on gold exports until the 
price levels of Japan and the United States approximate, the 


1 The Bank of Japan’s Index-Numbers. 
2 Bureau of Labour's Index-Numbers. 
No. 137—VoL. Xxxv. G 
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reserve is “‘ immobilised,’ and must be regarded more as a reserve 
for emergencies than as having any intimate connection with 
the currency. Gold may be exported, or part of the foreign 
balances may be released, to prevent sudden slumps in the value 
of the yen, due to a loss of confidence, when the seasonal influences 
move against Japan in the early months of next year (1925); 
but free gold movements are obviously out of the question for 
a considerable time to come. 

Now that Japan’s currency history has been brought up to 
date, its main features and the inferences which the present 
writer has drawn from it may be very briefly summarised. 
Soon after her adoption of the gold standard Japan was forced 
to experiment with a system of exchange and currency regulation 
which was in reality a version of the gold exchange standard. 
This, as we have seen, was not a complete success before 1914, 
largely owing to certain defects in her banking organisation ; 
and difficulty was experienced in maintaining at a satisfactory 
figure the foreign balances, which are an essential feature of 
that standard. The special circumstances in which Japan was 
placed during the European War, however, resulted in an 
enormous increase in her specie reserves, especially in that part 
which was held abroad, and at the same time gave an enormous 
stimulus to her economic development, which caused the world 
to over-estimate her financial and industrial strength. Partly 
owing to certain peculiarities of her social organisation, and 
partly as a result of her defective financial machinery, she has 
been unable to make a rapid readjustment of her industries and 
finances to meet the requirements of post-war conditions, and 
her price level has remained far above those of Great Britain 
and the United States. That in itself would not have been a 
very serious matter, if it had not been for the fact that her 
accumulated gold holdings were used to maintain an artificial 
divergence between the external and internal values of her 
currency. While such a divergence continued, a reorganisation 
of her industry and commerce on sound and stable lines was 
impossible; yet the suddenness of the fall of the exchange value 
of the yen to within a few points of its purchasing power parity 
during the last few months has given a severe shock to the 
economic life of the country and to the national credit. As we 
have seen, this fall was accelerated, not caused, by the earth- 
quake. Thus, largely because of her mistaken financial policy, 
this country has lost a great deal of the headway which she 
made as a result of the artificial stimulus of the War; and because 
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those measures which were deemed necessary to restore sound- 
ness to the economic structure of England and America have 
been postponed by Japan, she sees herself now obliged to face 
the ordeal of financial readjustment through which her two 
chief competitors have already passed. 

The recent financial history of the country seems to point 
to the fact that, while somé form of the gold exchange standard 
is more suited to Japan than a gold standard, yet it has many 
grave dangers when unaccompanied by a banking system which 
makes possible a centralised control over the creation of credit. 
Japan unfortunately lacks a centralised and efficient banking 
system; and it is the opinion of the present writer that a great 
many of her economic troubles are to be attributed to that 
fact. Indeed, the existence of such a banking system is a neces- 
sary condition of any successful currency and exchange policy, 
and the means of creating it certainly merits some of the atten- 
tion which the Japanese financial authorities have recently been 
bestowing on what seems to have become in the modern world 
the conventional remedy for all diseases of the body economic, 


viz. higher tariffs. 
G. C. ALLEN 


Nagoya, Japan. 
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REVIEWS 


Principles of Railway Transportation. By Exiot Jones, Ph.D., 
Professor of Economics in Stanford University. (New 
York: Macmillan Company. 1924. Pp. 607.) 


Tuts is a careful and valuable piece of work by an eminently 
fair-minded writer. It is a complete and well-documented history 
of the public relations of the railways of the United States. 
But the English reader should not be led by the title to expect to 
find a discussion of economic theory. Only a hundred pages of 
the whole book—Chapter IV, the Theory of Railway Rates— 
are concerned with theory. And even here references to non- 
American writers, and non-American problems and their solu- 
tion, are conspicuous by their absence. Indeed the author’s 
lack of familiarity with—or at least interest in—the railways of 
other countries is evident throughout. In the useful bibliog- 
raphy appended to the separate chapters there is hardly one single 
non-American writer mentioned. Where in the text the author 
does deal with non-American experience, he refers to American 
writers as his authorities. Even English railway practice and 
history seem to be outside his studies. For instance, it will be 
interesting to the English railway staff, as they turn to their 
well-thumbed copies of the Railway Rule Book and the Appendix 
to the Working Time Tables, to have learnt that “in England 
the operating rules of the railways, when approved by the Govern- 
ment, become the law of the land.” Again, “ equipment that was 
sorely needed at home was sent abroad to France, England and 
Russia.” Presumably the rolling-stock supplied to this country 
was employed to carry abroad the phantom Russian battalions 
of 1914. Once more, “ having taken possession of the railroads 
under his War powers, it was necessary for the President to 
create an organisation to operate the roads.” Professor Jones 
assumes the necessity. In view of the fact that the English 
railways had been possessed for over three years by our Govern- 
ment, but had continued to be operated wholly by their own 
organisations, without the superposition of even a skeleton 
Government organisation, it would have been interesting to have 
had the necessity of the President’s action explained. 

To turn from what the author has not done to that which 
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he has. Nowhere probably will the American student, approach- 
ing the railway question from a practical standpoint, find a 
book equally well suited to his requirements. There is a financial 
introduction, explaining the nature of railway securities and their 
gradations all the way down from underlying first mortgage bond 
to “‘common”’ stock—for American railways have not yet risen 
to the height of issuing “‘ déferred ordinary.” There is further a 
chapter on “ receiverships,”’ which, though the subject is fortun- 
ately of small practical importance here, shows that in this instance 
at least American railway law is much superior to our own in 
protecting the rights not only of creditors but of shareholders and 
the public. There is also a historical introduction giving in a few 
pages an admirable summary of railway development, decade by 
decade, from the humble beginnings in the thirties to the full- 
grown system at the end of the century. 

The main portion of the book deals, always from the historical 
rather than from the theoretical point of view, with the perennial 
questions of competition, discrimination, classification and rate 
schedules. There is a lucid description of the Trunk Line system 
of rates on the Chicago basis—perhaps the most successful applica- 
tion in the world of something approaching equal mileage rates ; 
of the Southern system of basing points; and of the long con- 
troversy, not yet ended, as to Inter-mountain rates. Those who 
believe that equal mileage rates are not only abstractly just but 
practically enforceable, may be interested to learn that at one 
time the rates from stations east of the Missouri to Denver 
(say 700 miles) were higher for similar consignments than from 
New York to the Pacific Coast (say 3000 miles), and that after 
exhaustive investigation the Interstate Commerce Commission 
in 1911 refused to order any substantial alteration. The plain 
man may be forgiven—especially when he has traffic to send from 
the Missouri to Denver—for thinking that, if the railroad can 
afford to carry from New York to San Francisco for 2 dollars, it 
must be making an extortionate profit when it charges him more 
for one-fourth of the distance. But when his representative in 
Congress butts in to redress by cast-iron legislation the imagined 
wrong, it does not necessarily redound to the public weal. 

Perhaps the most valuable portion of the book is to be found 
in the series of chapters tracing the development of legislative 
regulation from its beginning about 1870 in the separate States, 
then taken up in 1887 by Congress, and gradually passing more 
and more, and latterly almost exclusively, but not without bitter 
opposition, into the hands of the Federal Government. In the 
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result the railroads of the United States are to-day undoubtedly 
the most regulated railways in the world, but few people would 
be found to add “the best regulated.” And this leads me to 
appeal, not for the first time, to the economists of the United 
States to abandon in their writings on railways a too lavish 
use of the tense which grammarians call the historic present. 
Regulation in America has run riot, to the injury not only of the 
railway shareholders, but of their customers. To give but one 
instance. During the last ten years the miles of railway open 
for public use have been reduced by ten thousand. And mean- 
while the population of the country has increased by ten millions, 
and freight traffic has increased 35 per cent. The main reason is 
that the average voter still desires to visit the sins of the fathers 
upon the children: he believes that railway capital is largely 
water, and believes that secret rebates, personal discrimination, 
and all the other malpractices of former times still persist. And 
for this belief the writings of the academical economists are largely 
responsible. It is time that the public should be told by those 
whom they naturally believe to be skilled and rightly believe to 
be impartial that bygones have long been bygones. 

That an academic writer should tend to project the shadow 
of the past too far forward into the present is only natural. 
Writing from the outside, he relies largely for his facts on official 
sources, Reports of Committees of legislative bodies, judgments 
of Law Courts, and the like. But these reports and judgmenis 
in the nature of things represent investigations of conditions that 
may have passed away before they were issued. Further, their 
date of issue may be a good many years previous to the time 
when the academic writer quotes them. For the probably 
inevitable result that the past is described as though it were the 
present, the careful reader makes due allowance. But for the 
benefit of the non-careful reader the writer who desires to be fair 
should at least avoid the use of the historic present, unless he 
has reason to believe that past conditions still persist. I have 
marked in perusing this book scores of illustrations of the point I 
desire to make. Space does not permit of mention of more than a 
few of them. The whole chapter on “ Personal Discrimination ” 
would in my judgment lead the average reader to believe that the 
discreditable condition of things described still persists to-day. 
Indeed the author writes : ‘‘ No doubt there are still some rebat- 
ing devices in use, yet the situation is much improved.” But in 
fact he produces no modern instance. His authorities are mostly 
not less than twenty years ago. The reason for the improvement 
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is, we are told, that ‘“ the railroad officials have learned by bitter 
experience the serious losses that rebating entails,” and that “ the 
moral sense of the shipper has also undoubtedly improved, and 
many shippers will no longer accept rebates.’” One would have 
expected to have had instances given of cases where the appar- 
ently a-moral railroad men assaulted in vain the moral shipper. 
The only positive evidence produced as to the morality of the 
shipper is to be found in a quotation on p. 120 from the Report 
of the Industrial Commission to the effect that the Commissioner 
of a railroad Traffic Association testified that “‘in 1908 the 
west-bound inspection bureau of the trunk lines from Boston, 
New York, and Philadelphia discovered 270,000 misrepresenta- 
tions by shippers of the contents of the packages offered to the 
railroads for transportation ”’ : in other words, 270,000 attempts by 
traders to defraud the railways of their just receipts. Let me 
repeat that I am quite sure Professor Jones desires to be fair. He 
writes, for instance : ‘‘ It must not be supposed that the railroads 
are solely [my italics] to blame for the existence of personal 
discrimination . . . a shipper may become so strong that he can 
dictate to the railroads . . . and none of them can afford to stand 
against the industrial giant that they have created.’”’ To quote 
again: ‘personal discrimination also arises from an abuse of 
trust on the part of railroad directors and officials.’ The two 
questions I desire to ask are: (1) Is the use of the present tense 
justified ? and (2) Is the position of a person, even though he 
be a railway official, who, when a pistol is held to his head, sur- 
renders something that he is morally bound not to surrender, 
adequately characterised as ‘“ not solely responsible ”’ ? 

I will add another question. The author speaks as though the 
abolition, or, as he would say, the great reduction of the abuses 
connected with rebates and free passes given as bribes were wholly 
the result of action by legislatures and commissions. Would he 
dispute the statement that the courageous action of Mr. Cassatt, 
then President of the great Pennsylvania Railroad, who announced 
before the passage of the Elkins Act that any official of his rail- 
road found to have given a rebate would be instantly dismissed, 
and who put an end to the abuse of free passes while they were 
still not illegal, had as much, if not more, to do with putting an 
end to rebates and pass bribery as the action of any legislature 
or any Railroad Commission ? 

Let me give two more instances before I leave the subject. 
** Many railroad executives held the view, which a few were bold 
and foolish enough to express, that the ‘public be damned,’ ” 
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Was any railroad executive, except Mr. W. K. Vanderbilt, ever 
accused of the boldness and folly of expressing this view? Is 
Professor Jones unaware that the late Mr. Allen, for many years 
secretary to the Railroad Association, published evidence 
apparently sufficient to prove that Mr. Vanderbilt never used this 
expression? His account of the origin of the story was that a 
newspaper reporter, being refused admission to Mr. Vanderbilt’s 
sleeping car in the station at Chicago at three o’clock in the 
morning, avenged himself by inventing an interview that never 
took place. On p. 504 Professor Jones writes that “ the average 
rate of dividend on all stock was only 4} per cent. during 1911 to 
1921. To what extent the stock, including much water, was 
entitled to dividends, it is impossible to say.” Two observations 
suggest themselves. The doctrine that “‘ watered ”’ stock, that is, 
stock issued at less than its par value, or even without payment 
as a bonus to purchasers of bonds, as representing future possi- 
bilities, is not entitled to dividends when earned, has hitherto 
been confined to American railroads. The German Government 
recently issued a loan at 92, which has since gone to par. Are 
the American holders of these bonds prepared to accept the 
doctrine that the 8 per cent. is ‘‘ water”? on which the German 
Government have no moral obligation to pay interest ? 

There is a further question whether the stock does include 
much water to-day, whatever may have been the case a generation 
back. In 1921 the Interstate Commerce Commission, which does 
not usually stretch points in favour of the railroads, came to the 
conclusion that at least nine-tenths of the nominal capitalisation 
of the railroads of the United States represented cash investment. 
The detailed valuations of the different railroads which have been 
issued since then already suffice to make it clear that, when all 
the valuations are completed, the capital investment will be found 
to be not less but greater than the nominal capitalisation. 

Lest it should appear that any charge of conscious bias is 
brought against the author, I desire to repeat once more that, 
except for his use of the historic present in reference to railway 
delinquencies, the author is eminently fair. Nowhere can be found 
a more judicial summing up of the case for and against State 
ownership. One might perhaps wish that in stressing the success 
of State ownership in pre-war Prussia he had called attention to 
the wise words of a great American, Charles Francis Adams : 
* A country with a weak or unstable executive, or a crude and 
imperfect Civil Service, should accept with caution results 
achieved under a government of Bureaus.’’ One other instance 
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of the author’s judicial attitude may be given. It is commonly 
believed in America that the great grants of public land given 
to the railroads in the early days represent an out-of-pocket 
contribution by the Government for which the railroads ought to 
make payment in the form of lower rates. Here is the author’s 
account of the matter. In September 1850, “Congress gave away 
the alternate even-numbered sections for six miles on each side 
of the projected road, retaining for its own benefit the odd- 
numbered sections. The Government really gave up nothing, 
since the construction of the railroad improved the market for 
the odd-numbered sections, the price of which was immediately 


advanced to double the former figure.” 
W. M. Acwortu 


The Business of Railway Transportation. By PRroressor Lewis 
H. Haney, Ph.D. (New York: Ronald Press. 1924, 
Pp. x + 613.) 

To the present reviewer the most interesting point in this 
book is that it is the second substantial volume on railway 
economics by a professor of economics at an important university 
in the United States which has reached the JouRNAL within the 
space of a few weeks. The latest book by an English economist 
of recognised standing dealing with the subject on a similar 
scale is that by Professor Lardner. It was published in 1850. 

It is true that the railways of the United States have a length 
of 250,000 miles, a capitalisation of £4000 millions, and employ 
nearly two million men, and that the railways of Great Britain 
are by their side only a small concern. But the railways of the 
British Empire, together with those in Argentina and other 
foreign countries built and managed by Englishmen and Scots- 
men, are comparable in importance in all three respects. And 
it is to Great Britain that the railway men of the Empire naturally 
look for professional literature. On the engineering side they 
are adequately catered for; on the economic side they are 
thrown back upon American books, dealing with a currency 
and using technical terms which are strange to them, and assum- 
ing an acquaintance with political, geographical and commercial 
conditions which they naturally do not possess. 

Professor Haney deals with the business of railway trans- 
portation—defining “transportation”? somewhat arbitrarily as 
meaning ‘“‘ the regular movement of goods or persons from one 
point to another by some system of conveyance operating on a 
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large scale ’—under the three heads of traffic, rates and regula- 
tion. And he states his aim as to “‘ present a practical discussion 
of those matters pertaining to the railway business which particu- 
larly concern shippers (traders) and traffic men,’ while not 
neglecting the investor and the thoughtful citizen. Writing 
from this point of view he devotes to the theory of railway rates 
the comparatively brief space of fifty pages. He deals as sum- 
marily as they deserve with what he characterises as “false or 
incomplete theories,’ cost of service theory, distance theory, 
postage stamp theory; and only less summarily with the theory 
embodied in the phrase, ‘‘ what the traffic can bear.” This 
phrase, he says, ‘‘ covers a group of hazy ideas, tends to obscure 
the issue . . . and begs the whole question.’”’ Those who have 
been accustomed to think that the phrase best expresses the 
true theory may be forgiven for suggesting that five short 
words would need to be of a portentously portmanteau nature 
if they were to be adequate to embody all the limitations and 
implications of the principle. 

The author goes on to set out “a true theory of rates.” 
Should it not be “ the true theory,” or is there more than one true 
theory? Some of his statements—to quote but one instance— 
are surely inaccurate : 


“The problem of the general level of rates is concerned 
with total operating expenses, while in the case of the 
particular rates the only immediate consideration is the 
particular cost of the particular service performed in trans- 
porting some particular commodity.” 


Is this so? When a railway goods manager is fixing a rate for, 
say, worsted cloth, does he not, in view of the fact that the 
maximum possible rates for, say, hay or light iron scrap will 
certainly be inadequate to cover their aliquot share of the joint 
costs, take into immediate consideration not only the specific 
cost of transporting the cloth, but the share of the joint costs 
of the hay and the scrap which the cloth can be fairly made to 
bear? And will not every Rates Tribunal in the world say that 
he has done right ? 

Professor Haney’s “true theory of railway rates’’ may be 
very briefly summarised as follows :—‘‘ The most practical, 
expedient and economic railway rates are those which would 
be established by competition if competition could work effec- 
tively in railway business.’’ The marginal demand price and the 
marginal supply price of the service should be ascertained, and 
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when they are in equilibrium, the true economic rate is estab- 
lished. Demand price depends mainly upon the intrinsic value 
of the commodity, but may also be seriously affected by its 
perishable nature and by the competition of other means of 
transport. Milk is at one end of the scale, salt and cement at 
the other. The equation of the two prices can be approximately 
fixed by falling back on thé element of truth in the maxim of 
“‘ what the traffic will bear.” And this can best be determined 
by comparison with other comparable rates whose reasonableness 
is unchallenged. 

There seems no objection to describing this as the true theory 
of railway rates, provided one is permitted to add that it is the 
old theory, normally applied by railway goods managers and 
Rates Tribunals, even though they may cherish the “ hazy 
idea’ that they are trying to ascertain “ what the traffic will 
bear.”’ One feels inclined to agree with Gretchen, 

‘** Das ist alles recht sch6n und gut; 


Ungefihr sagt das der Pfarrer auch, 
Nur mit ein bischen anderen Worten.”’ 


To turn from the theoretical to the practical portion of the 
book. It seems very well designed in the main for the use of 
the class of persons for which it is intended. And this is especially 
true of the Parts dealing with Organisation and Functions and 
Railway Geography. Indeed the officials in the Goods Manager’s 
Department on an English railway might find many valuable 
suggestions in it, both as to what to do and what to avoid. One 
may, however, be permitted to doubt whether in the Parts on 
Railway Rates in Practice and on Freight Traffic Arrangements 
the author has not given more detail than the average layman can 
be expected to digest. The layman might have carried away 
more of the essentials had he been given less of the accidentals 
to carry. 

One refreshing feature of the book is Professor Hancy’s 
attitude of fairness towards the railways; his condemnation, 
for instance, of the people who claim to obtain railway service 
without paying the price, and his outspoken criticism of the 
State Railway Commissions, which by insisting upon local 
control of national problems add to complication, expense and 
delay; which, in fact, nowadays largely exist in order to secure, 
so far as the Federal Law permits, an unfair advantage for 
the traders in their own State over those on the other side of the 
State boundary. Part VI, Government Regulation, which 
concludes the book, is throughout admirable both for its judicial 
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tone and for its frank utterance of well-considered, though 
perhaps not popular opinions. 

But even Professor Haney cannot always get away from 
the American atmosphere. Railway rates, he says, should be 
sufficient to pay a reasonable return on the capital invested in 
‘railways which are honestly and wisely built.’ Could any 
great concern with a history going back two or three generations 
pass this test unscathed? Some eighty years ago the Great 
Northern capital was inflated by £300,000 through the forgery 
of one of its officials. The Kilsby Tunnel nearly broke the 
London and Birmingham, because Robert Stephenson, the first 
engineer of his day, was unwise enough to drive into a quicksand 
when he might have followed the route of the present relief 
line and gone round the hill. Can anyone imagine our own 
Rates Tribunal disallowing for rate-fixing purposes the capital 
that in these cases was dishonestly or unwisely spent? Again, 
under American law a railway company may not refund an obvious 
and admitted over-charge without the express permission of the 
Interstate Commerce Commission. ‘‘ Such authority,” says the 
author, ‘‘is necessary in order to prevent rebating under the 
guise of settlement for over-charges.”’ It may have been neces- 
sary twenty-five years ago. Is it necessary to-day ? 

In conclusion, may the reviewer express a hope that before 
another seventy-five years have elapsed some English economist 
of standing will follow in the steps of Dr. Lardner, and write a 
book on railway economics, with the same thorough knowledge 
and grasp of his subject as is displayed by Professor Haney. 

W. M. AcwortTH 


The Disinherited Family. By Evranor F. RatuBone. (Lon- 
don: Edward Arnold & Co. 1924. Pp. xii + 324. Price 
7s. 6d.) 


Miss RatuBone’s “ plea for the endowment of the family ” 
—a proposal with which, as readers of the JouRNAL are doubtless 
aware,! her name is especially associated—is divided into two 
parts. In Part I (‘‘The Present Economic Status of the 
Family ’’) she offers a penetrating analysis of the doctrine of 
the “living wage ”’ and of the circumstances under which it has 
come into existence, and follows this up with a devastating criti- 
cism of the social consequences of its acceptance. In Part II 


1 See Economic JourNAL, Vol. XXVII. pp. 55 et seq., and Vol. XXX. pp. 
550 et seq. 
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(‘‘ The Restitution of the Family ’’) she sketches the lines along 
which the remedy of the Family Allowance can be put into 
operation, illustrates her argument with an account of the 
practical experience of Australia and of those European 
countries in which relevant experiments are in progress, and 
presents a forceful and spirited reply to adverse criticism. And 
this she states very fairly. -We know of no work which, frankly 
propagandist as regards its main thesis, examines the “ case of 
the opposition ’’ with sweeter reasonableness, or which appears 
more determined to elicit, from the system which it indicts, 
what little there is to be said in the latter’s defence. 

The doctrine of the “ living wage ’”’ has grown up, Miss Rath- 
bone urges, in comparatively recent times, in response to the 
quickening of an uneasy social conscience, the revelations of 
sociologists, and the pressure of organised labour. And the 
tacit assumption that this living wage must be a wage susceptible 
of supporting a normal family (consisting of husband, wife and 
three children) has grown up with it, and has gained widespread 
acceptance. Yet this assumption—that the representative wage- 
earner has a wife and three children to provide for—is fantastic- 
ally remote from the true facts (the relevant statistical material 
is admirably presented), and its social consequences are cor- 
respondingly disastrous. It results in a distribution of wage- 
earners’ incomes grotesquely disproportionate to individual 
needs, in a squandering upon unnecessary, and often undesirable, 
objects, by bachelors and by the childless, of the means which 
a blundering social order is intending to devote to their “ phan- 
tom ”’ wives and children, and, consequently, in a measure of 
avoidable suffering for the dependents of those who are really 
husbands and fathers that is a reproach to our humanity and 
a standing menace to social welfare. It produces, in place of 
that technique of motherhood which is ideally attainable, one 
so wasteful of energy, so crabbed of outlook, so devoid of hope 
or of purpose, as largely to destroy the happiness of the mother 
and the potential well-being of the child. And it serves, inci- 
dentally, to depress the woman wage-earner and to foster sex- 
antagonism in industry, thanks to the ‘‘ conviction” which it 
creates ‘‘ that men have a right to all the best-paid jobs,”’ fortified 
by the fear “‘ that women . . . will be forced to take less, and 
so will undercut men.” ‘‘ Equal pay for equal work” must 
remain, in Miss Rathbone’s view, impracticable and even mean- 
ingless, while the existing confusion of motives underlies the 
facts of wage-determination. 
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And the remedy? What but an overhauling of the wage- 
system, so as to take into account, not only the value of the 
work which the individual wage-earner contributes, but his 
needs as husband and father? But perhaps this is not putting 
it quite fairly. It is not his needs but their needs for the satis- 
faction of which Miss Rathbone pleads so eloquently. The right 
of the wife and mother to some recognition of the services she 
renders, the right of the child to a decent upbringing—it is 
these which she is seeking to maintain. The social income 
available may, through the machinery of Family Endowment, 
be directed into those channels where there is most need of it; 
and thus may a given totality of wealth be made to produce 
proportionately increasing welfare. In Part I Miss Rathbone 
aims at showing, by a method of exhaustion, that to Family 
Endowment there is no practicable alternative; in Part II she 
reviews the administrative methods already devised to make 
its operation possible. The best known of these, and perhaps 
the most instructive, are the Caisses de Compensation now 
functioning in France. 

So much by way of summary. But no summary can do 
justice either to the strength of Miss Rathbone’s case or to the 
manner of its presentation. Her plea for the disinherited is 
put forward with earnestness, with tolerance, with a restrained 
and clarifying wit. The weapons of intelligent advocacy, indeed, 
are all hers to command. She allows neither her passionate 
indignation with the muddleheadedness that spells social misery, 
nor the mockery to which she is tempted by the folly and selfish- 
ness of man, to carry her away. She remains calm, in the con- 
fidence that the logic of circumstance is with her. And the 
book before us will, we are certain, be increasingly read and 
discussed. It is a contribution of enduring importance to one 
of the major issues of our time. 

And now we would reconsider a moment the possible lines 
of adverse criticism which Miss Rathbone foreshadows. She 
bases the ‘‘ case of the opposition’ upon (a) the fear of over- 
population, (b) the fear of weakening parental responsibility, 
(c) the fear of lowering wages, (d) the fear of increasing the 
burden on industry, and (e) the “Turk complex.” (Does she, 
we wonder, remember Diana of the Crossways and the aphorism 
about rounding Seraglio Point? Man has not yet doubled 
Cape Turk; that is certain.) We agree also with Miss Rathbone 
that the endowment of the family—within such modest limits 
as are likely to be practicable—-ought not to encourage over- 
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population. The available evidence, both economic and physio- 
logical, seems to point the other way. But as regards the other 
difficulties which tend to obstruct the acceptance of the principle, 
there is perhaps more to be said. 

It seems to us that the purely economic arguments for Family 
Endowment demand more elaborate analysis than Miss Rathbone 
is able to give them. That-the balance of economic advantage 
lies with the proposals she presents we are not prepared to deny. 
But whether this balance of advantage is sufficient to outweigh 
the objections of which she herself offers so able a summary is 
not so clear. Her suggestions may be criticised, we think, along 
the following lines. (a) How far is there a “ diffusion”’ of the 
incomes of bachelors and of the childless among other classes 
of wage-earners, e.g. through the machinery of indirect taxation, 
which serves to swell the total amount available for the State’s 
expenditure upon social services? The net value of the “ per- 
quisites ’ which are squandered at the expense of the disin- 
herited is certainly less than appears in a preliminary analysis. 
(6) How far is it equally (or more) possible, or equally (or more) 
desirable to attempt the re-distribution of income through the 
medium of taxation? It is curious that Miss Rathbone makes 
no mention of the very considerable discrimination in favour 
of the husband and father afforded by our Income Tax Acts. 
The salaried worker earning £300 a year, and supporting a wife 
and three children, is nearly 6s. a week better off than the bachelor 
in a similar position. And where their respective incomes are 
£500, the weekly difference is nearly 12s. Here is a method 
that has considerable flexibility, and some advantages over the 
plan of positive provision. It hardly touches the wage-earner, 
it is true; but the direct taxation of the wage-earner is not an 
administrative impossibility, and might be more acceptable 
than the enforcement of differential wages. (c) What would 
be the real incidence of the contributions imposed under a scheme 
of Family Endowment? In so far as they are paid by the 
employer, would they fall on profits or on wages? And if on 
profits, how far would they impose a check to saving, and how 
far a check to luxury expenditure? These are questions that 
cannot be answered offhand, but the validity of Miss Rathbone’s 
contentions depends to some extent upon what the answers are. 

And there is one further consideration that raises a doubt 
in our minds. We cannot help feeling that to enforce a re- 
distribution of income within a limited group (that of the wage- 
earners), on grounds of social expediency, is not quite as just 
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as it looks. If it is wrong that the wage-earning bachelor should 
spend money on beer and betting while his neighbour’s child goes 
underfed or ill-shod, how much more is it wrong that luxury 
expenditure among non-wage-earners should persist on its 
present-day scale? <A society that spends what ours spends on 
drink, racing, motoring, golf, and luxuries ought not to treat 
the standard of life of its wage-earners as a matter mainly for 
themselves, and for this reason we think it possible that the 
right machinery may be something of more general applicability, 
€.g. a more comprehensive scheme of direct taxation. 

Nevertheless, we should welcome voluntary experiments on 
the lines of Miss Rathbone’s proposals; there are many suitable 
fields in which a beginning might be made. At a moment when 
its whole scheme of agreed salaries appears to be in the melting- 
pot, might we commend the idea to the teaching profession as 
one well worth exploring? It is just possible that there is 
scope there for a scheme which will meet the widely diverging 
views of the men and women teachers, of the L.E.A.’s, and of 
the State. 

May we, in concluding, congratulate Miss Rathbone whole- 
heartedly on the book? Few contemporary writers have done 
as much as she has done here to focus our minds upon funda- 
mentals. In a twilight of irresolution and doubt the principle 
for which she stands looms up 


Armed at all points exactly, cap-a-pie, 


like the vision which presented itself to the watchers at Elsinore. 
Whether it be a spirit of health or goblin damned, we leave it 
to our economic Hamlets to determine. Miss Rathbone’s appeal, 
no doubt, is less to Hamlet than to Fortinbras—she would have 
more use, on the whole, for the man of action. And in this we 


believe her to be right. 
H. Put.ips. 


The Problem of Business Forecasting. Edited by Warren M. 
Persons, Wittiam TRUFANT Foster, and ALBERT J. 
Hettincer, Jr. (Published by Houghton Mifflin Company 
for the Pollak Foundation for Economic Research. The 
Riverside Press, Cambridge, 1924. Pp. 317.) 


THERE are more than twenty-seven contributors to this 
collection of papers, originally presented at a three-days’ session 
of the American Statistical Association, December 1923. The 
first four essays relate to the general problem of forecasting, and 
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most of the others to applications to particular industries. An 
important addition to knowledge of economic facts is made in 
the systematic review of statistics relevant to these industries, 
many of which are not available elsewhere; but most readers 
will find the main interest of the book in consideration of the 
general question whether forecasting is likely to be purely em- 
pirical or whether the deeper causes of progress and fluctuation 
can be discovered and observed. 

There is no doubt that the presentation and analysis of 
statistics are, for those who can relate them to their own business 
experience, of first importance in forming plans for future pro- 
duction; but it remains doubtful if the ‘“ business cycle,” on 
which the so-called scientific forecasts are based, denotes any 
normal movement, which can be brought within the scope of 
regular or mathematical laws, so that it is possible to tell its 
phase at any time. Professor Persons in the introductory 
chapter makes no extravagant claim in this direction; he is 
rather concerned to show that “ the view that the mathematical 
theory of probability provides a method of statistical induction 
or aids in the specific problem of forecasting economic conditions 

. is wholly untenable.” ‘“ Any past period that we select 
for study is, in fact, a special period with characteristics dis- 
tinguishing it from other periods, and is not ‘random’ with 
respect to the present. We must, therefore, discard statistical 
probability and, in any year, arrive at a forecast for the follow- 
ing year on another basis.” “ Reasonable forecasts of economic 
developments can only be made by application of the usual 
methods of argument.” ‘“'lhe probabilities of the economic 
statistician . . . are . . . non-numerical statements of the con- 
clusions of inductive arguments.” Here the author stops 
abruptly, and we are left to find examples of ‘‘ the usual methods ” 
in the subsequent studies. For example, in Mr. Prescott’s study 
of automobile production. There has been a fairly regular 
growth from 1909 to 1923, which is represented by the Gompertz 
mortality curve, with a strong annual seasonal fluctuation. 
Sales have received an impetus from the development of the 
system of payment by instalments. Sales are compared with 
the production of pig-iron and a general index of the volume of 
manufacture. Then abruptly we are told that it seems probable 
that the production of passenger cars will fall between 2,700,000 
and 3,000,000. In this case it is evident that dependence is 
rather on general knowledge of the industry than on the theory 
of trade cycles. 

No. 137.—VoL, XXXv. H 
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In the last chapter Mr. Hardy gives an ‘‘ Example of Business 
Forecasting ” applicable to 1924. In this he reviews the course 
of events of 1923, classifies the many available indices as favour- 
able or unfavourable, decides that the trend is downwards, and 
will continue so for six months. He proceeds to call this a 
“short-run view” (p. 309) and says that the future depends on 
the development of the European situation. His whole statement 
has been in a large measure justified. Our general conclusion 
is, that by a study of the dominant factors, in the light of past 
history and by observation with the help of carefully analysed 
statistics of recent movements, the direction in which business 
is moving can be decided and the probability of its continuance 
or change can be weighed; but the unexpected will continue to 
happen. If we understand the barometer, and hence the best 
weather forecast, we may nevertheless get wet if we leave our 


umbrella at home. 
A. L. Bow.Lry 


The Inter-Ally Debts. By Harvey E. Fisk. (New York: 
Bankers’ Trust Company. 1924. Pp. 367.) 


Tus is a useful contribution to a debate of high importance. 
It has the additional merit that an intriguing problem apt to fan 
friction between interested parties suspicious of the equity of 
motive and fairness of conduct of each other is approached from 
the standpoint of fact rather than controversy. The treatment 
aspires to be judicial or impartial, and, so far as we can judge, 
it is ‘‘ authoritative.” ‘‘ Unusual care has been taken to make 
it so,”’ and it has earned the compliment of reference, for a special 
purpose, by Mr. Lloyd George in the House of Commons. For 
the testimony borne by external critics to the belligerent achieve- 
ment and post-war financial effort and behaviour of Great Britain 
is as flattering as it is unimpeachable. 

Those responsible for the book have “ analysed the accounts 
of some twenty nations,” using, wherever possible, “ official 


statistical publications.” But, ‘“‘in some cases,” “ official 
statements were especially prepared.”” Nor has the help and 
information given ended at this stage. ‘‘ Most of the statements 


were in national currencies,’ and, ‘‘ to make the figures com- 
parable,”’ it was also necessary that they should be “ expressed 


in one currency.” To elucidate the true position, the double 
process has been followed, first, of conversion “at the rate of 
exchange current before the war,” and, secondly, of adjustment 














1925] FISK: THE INTER-ALLY DEBTS 99 


to the “ price-level of 1913.” Thus the figures are all put in 
‘“* 1913 or gold dollars ”’ as well as in “ dollars at par of exchange.” 
In this connection a nicety in the handling of debt, turning on 
the inclusion in, or exclusion from, the reckoning of pre-war as 
contrasted with post-war purchasing power, and relevant, not 
merely to internal but also to external loans, is not overlooked 
in the account, although the compilers, admitting that dubiety 
affects the figures of wealth and income with which the expenditure 
on war, and the burden of principal or interest of debts, are 
fittingly contrasted, refrain from computation of more than the 
“* direct tangible cost of the war to the national treasury of each 
belligerent,” and do not attempt the ambiguous valuation, for 
example, of the economic equivalent of the loss of life, or injury 
to health, or dislocation of business or neglected upkeep. 
Among points to which attention is here drawn we would 
refer briefly to a few. The debacle of the mark was postponed 
of purpose or in fact until the sequel of the war; and the bulk of 
the inflation of other currencies dated after, not before, the 
Armistice. The comment is prompted that it was not so inevitable 
as has been sometimes represented. At earlier stages too a 
course of action was taken by most belligerents of which the 
general resemblance was more marked than were the differences 
of detail. The dictating motive was the quick mobilisation of 
financial resources, and the mode of reaching this desired end 
was substantially identical. Borrowing was imperative, and 
Treasury bills, or the like acknowledgments of debt by the State, 
were the favoured instrument for securing without dangerous 
delay the large sums required at once. Inflation ultimately 
ensued, and, while with some countries it was conscious and 
direct, with others this indirect, if unintended, consequence of 
credit-mongering followed with no less stern logic. With regard 
to our own country reference is made to the loan to the Treasury 
by the Bank of England of the balances of Government Depart- 
ments as among the more concealed ways and means of financing ; 
and, while even now it may not be apparent whether Treasury 
bills furnish the bulk of the ‘‘ Government securities’ in the 
Currency Notes account, they seem to have been chiefly the form 
in which advances were made to the Allies by the British Ministry. 
The dominant concern at the present time remains for notice. 
It is the subject of the inter-ally debts. The pertinent figures 
are supplied and, as we judge, two important positions are 
established. One is the absolute largeness, and relative pre- 
ponderance, of the contribution of Great Britain to the burden 
H 2 











100 “THE ECONOMIC JOURNAL [MARCH 


of the war. No doubt the loss of life and the destruction—often 
wilful and unnecessary—of property have pressed with crippling, 
if not crushing, weight on France, but the data in this volume show 
that, by comparison with wealth and income, the financial onus 
resting upon England has been greater, while that shouldered by 
the United States has by the like contrast been much less heavy. 
The other question raised, and, in some degree at any rate, 
answered here, affects the claim, especially of America, for 
repayment of the loans to Europe. As we understand, except 
in some relatively small, definitely specified, instances, Great 
Britain did not give a guarantee to the United States for any of 
the debts contracted there by her Allies. Nor did the Americans 
ask, as they might have done, that all the borrowers should 
collectively guarantee the repayment of the advances made to 
each. After the entry of the United States the arrangement was 
that each ally should stand alone in its financial dealings with 
America. Nor again, this book contends, were the goods which 
Great Britain obtained by borrowing from the United States 
after that country had become belligerent identical with those 
that she supplied then to her Allies upon credit. Furthermore, 
it was declared officially that the loans were to be repaid, and 
officially stipulated that the funds or credits secured were to be 
expended in the United States. That is one side of the case 
which should be, as it is, stated with frank straightforwardness. 
But, it may none the less be added, a candid full account does 
not finish here or with the facts, to be placed to her credit or other- 
wise, that before the United States came into the conflict, she 
took no risks or chances, and that after her entry, and the close 
of the fighting, the payment of interest by her acknowledged 
debtors was deferred at first, not from consideration of their 
embarrassed state, but to avoid disadvantage or difficulty for 
their creditor, owing to the utter disorganisation of the exchanges, 
and that the subsequent supplies of food to Europe were designed 
to avoid the inconvenient or disastrous consequences of a glut to 
American producers. Such contentions, in these pages, may be 
appraised, or discounted, for what they may properly be worth. 
The truth remains, and so far Lord Balfour’s argument holds 
good, that after the coming into the combat of the Americans 
Great Britain practically lent to her Allies as much as she borrowed 
from the United States; and it seems to follow, as surely as 
conclusion issues out of premisses, that she would not have had 
to ask for the American help she thus obtained had she not 
continued to assist pro tanto France and others. Nor, equitably, 
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is it negligible that she had borne before the brunt of the financial 
burden, acting as banker for her friends, as well as raising an army 
and maintaining a blockading fleet, that the Americans, while 
neutral previously, had profited greatly by the British expenditure 
on munitions and other supplies, and by the similar smaller 
outlay of the Allies, kept in funds by England, and that producers 
in the United States were in the like manner advantaged by the 
subsequent purchases. Equally significant is it that the most 
considerable contribution, the event proved, which the Americans 
were able to render, was their financial aid. It came no doubt 
in the nick of time, and, but for that, and also if there had not 
been a near prospect of limitless reinforcement both of ships and 
men, the war might have ended differently. Yet the peril then 
menacing the States was real, and in effect Great Britain and 
her Allies had been before defending Americans as well as 
themselves. 

We would close this summary of the case, based on the state- 
ments of this book, by referring, with it, to the opinion expressed 
in 1917 by that warm friend in need of America and ourselves, 
Mr. Page. Inthe biography, which is the best account of England 
and the English during the war, we are told that in March that 
year he wrote that a “ gift of a billion dollars” should be offered 
to France, and that England, if she was to be treated worse, 
should nevertheless only be charged a low rate of interest on the 
“ big loan ’’ which should be made to her. It may, alas, be too 
late now to recall the ‘‘ beau geste’’ of such an earlier, more 
generous impulse; but we are unfeignedly glad that distinguished 
American economists, like our correspondent, Professor Seligman, 
should have subsequently urged, with all the strength of cogent 
informed reasoning at their command, that morally it was not 
just, and economically it was not expedient, that the United 
States should press the letter of their bond in the matter of this 
dispiriting international incubus. We approve, however, of 
Mr. Baldwin’s action, which has already brought commensurate 


reward to our finance and to British negotiators. 
L. L. PRIcE 


Taxation: the People’s Business. By ANDREW W. MELLON. 
(London: Macmillan. 1924.) 
TuIs small book by the Secretary to the Treasury in the 


United States is avowedly propagandist in purpose, but its 
propaganda is of the best kind. The theme is based on Adam 
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Smith’s maxims, especially the first and fourth. There is thus 
little of the theory that is new, but the interesting part is Mr. 
Mellon’s application of these maxims as criteria of the sound- 
ness and fairness of the present fiscal practice in the United 
States. Their policy is very similar to our own, namely, to 
include in expenditure a moderate sum for the reduction of 
their debt ($22 milliards), especially the short-term debt ($5 
milliards), and to estimate for a revenue very little in excess 
of expenditure. In one respect we are ahead of our cousins 
across the way. Mr. Mellon complains of the possibility of 
funds being diverted before they reach the Treasury, and of the 
consequent party strategy in Congress directed towards framing 
appropriations in such vague terms that this mis-spending of 
the grants becomes easy, a procedure scarcely possible now in 
this country. 

Like us, the United States have found themselves in recent 
years in possession of substantial surpluses (about $300 millions 
in 1922 and 1923). Taxation was onerous and bore heavily on 
initiative and enterprise. Reduction of taxes became, there- 
fore, a matter of practical (and of party) politics. Mr. Mellon 
proposed a general reduction of income-tax rates by 25 per 
cent.; a rebate of 25 per cent. on earned income contrasted 
with income from investments; a rise of the lower limit of super- 
tax from $6,000 to $10,000; and a sweeping reduction in the 
rate of super-tax on the highest incomes. The proposed changes 
in the general rate aroused little difference of opinion; but the 
proposed revision of the super-taxes, particularly the cut from 
a rate of 50 to one of 25 per cent. on incomes over $100,000, was 
violently attacked by the Democrats on the ground that it 
favoured the very rich. The data on which Mr. Mellon founds 
his case are, therefore, of some interest. 

In 1917 nearly three and a half million returns were made, 
of which 1,015 were of incomes exceeding $300,000. By 1920 
the number of returns had risen to a peak at 7:3 millions, but 
those over $300,000 fell to 395, and in 1921 the highest class 
numbered only 246. The corresponding total incomes were— 
in 1917, $13-7 milliards, of which $731 millions from incomes 
above the dividing line selected; in 1920, $23-7 milliards and 
$246 millions; and in 1921, $19-6 milliards and $154 millions. 
In view of the increase in net income between 1917 and 1921 
it could not be maintained that there were fewer very rich men 
in 1921 than in 1917, and it became a pertinent question where 
the wealth went. The Democrats invoked illicit tax-dodging 
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and alleged culpable supineness on the part of the department 
concerned, as the explanation of the drop in the returns; but 
Mr. Mellon has a much simpler and, it would appear, a correct 
explanation. The very rich were taxed 58 per cent. of their 
income. Unless, then, a man was earning over 9 per cent., he 
was allowed to enjoy less than 4 per cent. on his investments, 
and had all the risks inseparable from a high rate of interest. 
But there were available $12 milliards of securities paying 4 per 
cent. and over, the dividends on which were not only wholly free 
from taxation, but also were not liable to declaration as income 
at all. Moreover, this flood of tax-exempt securities was being 
added to almost daily, for, strange as it may appear to us, every 
State and even every municipality enjoys the right to issue 
similar bonds, over which the Federal Government has no power 
of taxation, and this right cannot be annulled without an 
amendment to the Constitution. Small wonder, then, that the 
very rich were transferring their investments into these tax- 
exempt bonds, even if they got only 4 per cent. In support of 
his contention he was able to instance the case of Mr. William 
Rockefeller, who left $7 millions in Standard Oil stocks against 
$44 millions in tax-exempt bonds. 

Mr. Mellon’s proposed remedy for this state of affairs was 
to make legal tax-dodging not worth while by reducing the 
heavy super-taxation, and he hoped to secure at the same time 
an increase of revenue and a flow of capital from the very wealthy 
into industry. In the former hope he was justified, since a 
more level distribution of the tax-exempt income would be followed 
by an increase in the amount collected. A further reduction 
of taxation might thus be expected, with the result that much 
of the saving so effected would be thrown into industry. More- 
over, the fictitious value acquired by the tax-exempt securities 
would fall, a less amount of the investable capital available 
would be employed in buying those that came on the market, 
and on this account also there would be a further amount set 
free for investment in industry. Other than these two indirect 
results of the change in fiscal policy, however, the mere change 
of ownership of the tax-exempt securities would not release 
capital for investment in industry. His second hope thus appears 
to be justified only in a secondary manner. 

The Treasury, however, put forward also a proposal to amend 
the Constitution so that the issue of the tax-exempt securities 
would be made impossible for the future without the consent 
of the Federal Government. Such a proposal, if carried out, 
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would have the effect of diverting capital towards industry, 
since it would discourage the too ready manufacture of loans 
for unproductive State or municipal enterprises. 

The taxation portion of the proposals was passed, with, 
however, drastic reduction of the cuts in the super-taxes, and 
in this success the book must have played its part. It probably 
contributed also to the overwhelming victory of the Republicans 
in the recent Presidential election. To the American citizen its 
interest may have faded by now, but to the foreigner it is still 
useful as a concise and clearly written account of a page in 
American fiscal policy. And scattered throughout the book 
there is to be found much information on incomes and income- 
tax in the United States, which will be of use to the economic 


student. 
J. I. Craia 


The System of National Finance. By E. Hirron Younca. Second 
Edition. (London: John Murray. 1924.) 


Tue first edition of Commander Hilton Young’s book on 
our national finance was reviewed in the Economic JOURNAL 
in March, 1917. Since then it has become a standard work, 
and only an indication of the changes in the present edition 
need be given now. The author has been helped by Mr. N. E. 
Young of the Treasury, whose name also appears on the title- 
page, in revising the book, shortening it and bringing it up to 
date. 

The war found our financial system flexible and adaptable 
enough to cope with the enormous expansion in the figures of 
our budgets. Consequently the part of the system that relates 
to the budget, its preparation, execution and audit, remains 
substantially unaltered. Instead, however, of the original three 
chapters on Floating Debt, Consols and Funded Debt, and 
Sinking Funds, there are now five—two on the National Debt, 
one on Floating Debt, including savings certificates and currency 
notes, one on the multiplicity of contingent liabilities arising 
from our guarantees on Egyptian, Turkish, Greek, Austrian, 
Sudan, Transvaal and other stocks, and, still more important, 
on the Local Loans and Irish Land Stock, and from the advances 
under the Trade Facilities and Export Credit Acts, and the fifth 
on Sinking Funds. This part of the book is new, with the 
exception of the chapter on Sinking Funds, which is only partially 
rewritten. The final chapter on the relations between the 











1925] DE KOCK: FINANCES OF SOUTH AFRICA 105 


Government, the Bank and the City remains unchanged. The 
Appendices have been suitably modified to exhibit the latest 
model of the Appropriation Accounts. 

The book, though now a war-tried veteran, remains what it 
was in its youth, a facile, clear and comprehensive account of 
our national financial system, which may be recommended to 
anyone—that is, to everyone—who is interested in knowing how 


the system works. 
J. I. Craia 


An Analysis of the Finances of the Union of South Africa. By 
M. H. pE Kock. (Cape Town: Juta. 1922. Pp. vi + 238. 
24 x 14 cm.) 


Tuts book, which is based on a doctoral dissertation at Har- 
vard, contains a summary of the facts as to revenue, expenditure, 
debt and financial administration of the Union, down to the 
financial year 1919-20 inclusive. It is well-arranged, trust- 
worthy and fully provided with references: it does not profess 
to offer criticism or personal opinion, so that there is little to 
say about the book itself other than that the author has accom- 
plished his task satisfactorily. The subject-matter of the book— 
the financial policy itself—opens out extensive possibilities of 
discussion, from which we may choose one or two salient points. 
Thus, the author says: ‘The establishment of the Union was 
prompted, in no slight degree, by the realisation of the sub- 
stantial economies likely to be effected by the unification of the 
railways, Government departments and Civil Service of the four 
colonies—the substitution of one for four administrative systems. 
Various other factors have been enumerated, such as the con- 
solidation of the public debts with the consequent improvement 
in South African credit, the increased power of self-defence and 
self-government, the gain of that stability which attracts capital 
and promotes enterprise, the strength to deal with native 
problems, and the uniformity of trade regulations.”’ 

It is now very generally felt that these expectations have not 
been realised. Unification of the four colonies, instead of 
effecting economy, has led to the most extravagant phase of 
government the country has known. This is not due to the 
direct effect of the war, in which South Africa engaged in a half- 
hearted way; war expenditure amounted to £39,000,000, of 
which £31,000,000 was borrowed, and that mostly in the country. 
Although this burden is moderate, the total expenditure on 
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government absorbs an excessive fraction of the national income, 
and taxation has become more burdensome than formerly; 
the country, in fact, has not recovered from the outburst of 
false prosperity in 1919. The public debt is mainly represented 
by productive assets, it is true, but it has been increasing too 
rapidly; since the date of the statistics given by de Kock the 
increase in gross debt has been about eight or nine millions a 
year. The new Government that came into power this year 
finds itself compelled to borrow an equal amount, and will 
evidently meet great difficulties in attempting a policy of 
economy. But South Africa is not progressing as fast as the 
other dominions; it is receiving no immigrants—on the contrary, 
there is a net efflux of white people—so that it cannot continue 
indefinitely to increase its public liabilities to such an extent. 

R. A. LEHFELDT 


A History of Currency in the United States. By A. Barton HEp- 
BURN. (Third and Revised Edition.) 


Amonc those who heard with regret of the death of Mr. Hep- 
burn two years ago, there will be many who will be interested to 
learn that he left behind him the materials for a new edition of 
his well-known History of Currency in the United States. The 
new matter comprises half-a-dozen chapters, and occupies nearly 
a hundred pages. The previous edition, which appeared in 1915, 
included the crisis at the outbreak of war in 1914, and the 
initiation of the Federal Reserve System. The new edition 
includes the entry of the United States into the war, and the 
measures of war finance which followed, but its main interest is 
in the period from the Armistice to the end of 1921. 

As to the war period, Mr. Hepburn’s principal criticisms 
upon the financial policy adopted were two. The first was “ that 
the Federal Reserve authorities surrendered their discount 
policy . . . to the fiscal policy of the Treasury, and made redis- 
count rates much lower than they should have been,” in order 
to facilitate cheap borrowing. The second was that exports of 
gold were prohibited. The United States ‘‘ abandoned the gold 
standard at a time when the gold reserves in the hands of the 
redeeming agencies exceeded $2,000,000,000.” Many people 
have forgotten that at one time dollars fell to a heavy discount 
in comparison with some neutral European currencies. Mr. Hep- 
burn adds the interesting fact that there was a premium on gold 
for incustrial use in the United States. 
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His criticism leads up to the comment that “‘ Our American 
financial authorities were in part imbued with the unsound 
Continental doctrine regarding gold reserves.”” The Continental 
is contrasted with the British doctrine, which ‘‘ has always been 
that gold reserves are accumulated in quiet times in order that 
they may be used in emergencies.””’ Mr. Hepburn did not spoil 
the lesson he was reading to his countrymen by recalling the 
British prohibition on the export of gold. 

One of the new chapters is devoted to the post-war boom 
and the crisis of 1920. In it we have the shrewd judgment of 
an experienced man of affairs, familiar with all branches of 
practical banking. It is no cause for surprise if some of his 
explanations are arrived at with little regard to theoretical 
principles. “In the relation between prices and bank credits 
and between prices and the value of money, prices are much more 
apt to be causes than effect, and the volume of bank credit is 
much more apt to be a resultant of price changes than it is to 
be an active cause of price changes.”” This is a half-truth, which 
by itself serves no useful purpose. Prof. Irving Fisher’s version 
of the quantity theory, which Mr. Hepburn believed to have been 
‘“ very badly discredited,”’ does not, as a matter of fact, say which 
is cause and which is effect; it merely asserts a certain mathe- 
matical relation between the price level, the quantity of money 
and credit, the volume of transactions, and the rapidity of 
circulation. 

And while Mr. Hepburn repudiated any monetary explanation 
of the rise of prices in the United States in 1919-20, he yet 
claimed that experience since 1914 had been “on the whole a 
vindication of the established principles of money and credit.”’ 
That one of the best established principles is that over-issue 
causes depreciation and a rise of prices, might be illustrated from 
several passages in the earlier chapters of this very book. 

No doubt the relation between over-issue and depreciation 
is far less simple than used to be supposed. But that does not 
mean that a general rise of prices is to be attributed to non- 
monetary causes. 

The last and longest of the new chapters is devoted to the 
gold and rediscount policy of the Federal Reserve Banks. Here 
we find an interesting discussion of the relation between the 
rediscount rate and the market rates, a subject to which Mr. Hep- 
burn was qualified to contribute practical knowledge of the 
American credit market. 

He held that the rediscount rate ought to be above the market 
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rate for the kind of paper which is usually rediscounted. This 
view was really based on nothing more than a comparison with 
the London money market. And though he argued ingeniously 
that the conditions in the English and American markets were 
comparable, he left out of account one vital difference, that in 
London rediscounts are only an occasional phenomenon, small in 
amount and short in period, whereas in the Federal Reserve 
System there is a considerable amount of rediscounts always 
outstanding. 

If in London the discount houses were always indebted to 
the Bank to the amount of scores of millions, every additional 
bill offered to them would mean an increase in their demands 
upon the Bank, and they would refuse to discount except at a 
rate high enough to leave a margin of profit after rediscounting. 
This is the normal condition of things in New York (except that 
the member banks rediscount direct with the Federal Reserve 
Bank, and that they usually rediscount ‘‘ commercial paper ” 
instead of bills). Occasionally, as in the summer of 1922, and 
still more at the present time, rediscounts with the Federal 
Reserve Banks fall to an exceptionally low figure. The market 
rate is then little above the rediscount rate (as at present) and 
may even be fractionally below it (as in 1922). The market, as 
Mr. Hepburn pointed out, deals in paper of four to six months, 
which is too long to be eligible for rediscount. The comparison, 
he maintained, should more properly be with a kind of paper 
which does not ordinarily come into the market, “ loans made 
by banks in the great cities to those of their customers who 
have deposit accounts and lines of credit with several banks.” 
These loans are made at ‘“ truly competitive rates ’’ because the 
same business has the choice of borrowing from several banks 
and in several cities. But as apparently these rates approximate 
to the quoted rates for commercial paper, though they fluctuate 
less widely, the quoted rates may be relied upon as an indication 
of the market. 

Mr. Hepburn’s dogma that the rediscount rate should exceed 
the market rate has not in reality any general validity at all. 
It applies only in the case where a Central Bank makes a practice 
of keeping up its open market assets to such a level that the 
market has sufficient cash without rediscounting (except occa- 
sionally). 

By the end of 1921 the accumulation of gold in America had 
already made great progress. The cash reserves of the Federal 
Reserve Banks were near $3000 millions. 
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Mr. Hepburn took the view that the Americans were holding 
this gold as trustees. ‘‘ We cannot treat it as a permanent 
possession, and we must hold it ready to give back to Europe 
when Europe is prepared to take it.” What he particularly 
feared was that, if it were regarded as a permanent possession 
and made the basis for credits, ‘‘ it would tend to depreciate upon 
our hands.” ; 

He was not alone among his countrymen in failing to see, first, 
that the reason why America received the gold at all was that the 
commodity value of the dollar was raised by a violent contrac- 
tion of credit, and secondly, that by keeping up the commodity 
value of the dollar (and therefore of gold) the time when Europe 


would be prepared to take it was indefinitely postponed. 
R. G. HAWTREY 


The Austrian Crown. By J. VAN WALRE DE BoRDEs. 
La reconstitution financiére de l Autriche. By P. FRANCK. 


OnE of the difficulties which hampers the economist, as com- 
pared with the scientific worker in other fields, is the practical 
impossibility of making experiments. History provides him, at 
best, with imperfectly reported analogies to the conditions into 
which he wishes to inquire. During the last ten years, how- 
ever, Europe has provided the contemporary observer with 
something like a series of laboratory experiments on a gigantic 
scale, especially in the field of currency and finance. Of the 
data thus presented, only a small part has yet been carefully 
dealt with. M. de Bordes here examines a particular case of 
monetary phenomena, the case of acute monetary depreciation, 
as shown by the experiences of the Austrian crown during the 
years 1914-23. The book is a very able attempt to test and 
restate current theories in the light of actual facts, carefully 
observed. It is neither a mere catalogue of events nor a series 
of deductive generalisations based on general tendencies, but a 
close inquiry into the phenomena accompanying the depreciation 
and stabilisation of the Austrian crown, with an application of 
the results to general theories about the value of money. M. 
de Bordes proceeds from a basis of carefully analysed statistical 
data to theoretical conclusions, more solidly based on facts, and 
therefore more satisfactory, than economic generalisations are 
apt to be. 

The book falls into three parts. The historical side of the 
subject is treated in one chapter. M. de Bordes summarises 
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almost too briefly the depreciation of the crown and the steps 
taken under the auspices of the League of Nations to stabilise 
it, from the deliberate stabilisation of the exchange rates by the 
Devisenzentrale in August 1922, through the stopping of further 
fiduciary issues, and the setting up of the new Austrian National 
Bank, with sole right of note issue, to the ratification of the 
political and economic guarantees made to Austria by the Great 
Powers, and finally to the successful floating of a foreign loan 
and the slow working out, under the supervision of the Com- 
missioner-General, of the League’s programme for abolishing 
the Budget deficit by economies in administration on the one 
hand and increased taxation on the other. The section in the 
last chapter dealing with the method by which the National 
Bank controls the foreign exchange market, on the principles 
of the gold exchange standard system, by means of its reserves 
of foreign bills, might, with advantage, have been included here. 
M. de Bordes proceeds to deal with the statistical data which the 
periods of depreciation and stabilisation afford him. He examines 
in turn the available figures relating to the quantity of money, 
the level of prices and the foreign exchange rates, and draws up, 
in Chapter VI., six tables comparing the movement of the three 
series in the years 1914-18 and in each of the five following years. 
The figures, except in the case of the foreign exchange rates, are 
not complete. No regular publication of index-numbers was 
made in Austria until 1921, and it has not been possible to get 
conclusive figures of any means of payment other than the note 
circulation, on which he is consequently obliged to rely for his 
estimates of the quantity of money. This section contains an 
interesting analysis of the various official index-numbers now 
published in Austria. 

The last two chapters of the book contain his theoretical 
deductions. He finds, as might have been expected, that his 
charts show considerable divergence from the strict letter of 
the quantity theory and of the theory of purchasing power 
parities, nor is he led to accept without comment the usual 
account of the working of factors affecting the rates of exchange. 
Readers must go to the book for a full analysis of the causes of 
these divergencies. One or two points may be selected here. 

He shows that a change in the rates of foreign exchange due 
to some other cause than a change in foreign price levels— 
causes such as he details on pp. 178-97—may of themselves 
produce a change in the general price level at home, a sequence 
of events which is formally denied by some writers on purchasing 
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power parities, as, for instance, Prof. Cassel (Money and Foreign 
Exchange after 1914, p. 167). This is obviously an important 
modification of the theory. But his causal explanation of these 
events is not in all respects satisfactory. It is easy to see that 
a process of inflation will lead to a rise in all prices and to a 
fall in foreign exchange rates; but it is not so clear how an 
initial fall in the rate of exchange can lead to a rise in the general 
price level. M. de Bordes shows how, when a fall in exchange 
rates has gone on for some time, sellers raise their prices in 
accordance with the depreciation in foreign exchange, a process 
known as valorisation. But higher prices all round cannot be 
maintained merely by this nominal adjustment ; there must be some 
increase in the quantity of money or some equivalent change 
in one of the other factors of the equation. What does, in 
fact, take place is still obscure. A suggestion as to the kind of 
thing which happens, besides the increase in velocity of circulation 
and the use of foreign currencies for internal transactions to 
which he refers, may perhaps be hazarded. When the rate of 
exchange falls, the price of imported goods rises. Importers 
find that they are better off so far as their expenditure on non- 
imported goods goes, manufacturers find their costs of pro- 
duction increased so far as they use imported materials. There 
will be a tendency for both these classes of people to increase 
their borrowing from the banks or to diminish the amount of 
their balances, in the one case from undue optimism engendered 
by temporary extra profits, in the other to meet increased costs 
which it is hoped to cover later by higher prices. Exporters 
will also be encouraged to expand their businesses The extra 
purchasing power thus created will gradually spread through 
the price system by the familiar process and raise prices all 
round. In the case of Austria, the necessary increase in pur- 
chasing power probably came about also in another way, viz. 
by the issue of notes to pay increased salaries to State officials 
whose pay was, by 1922, regulated by a cost of living index- 
number. M. de Bordes makes some reference on p. 198 to the 
increase in the circulation “ caused by the rise in prices,’ but 
does not give a description of the process by which this increase 
came about. The reaction of the rate of exchange on the price 
level seems to take place through a larger number of more un- 
certain factors than the reaction of the price level on the rate 
of exchange. More detailed study of the first of these processes 
would be a useful piece of work. 

M. de Bordes comes to the interesting conclusion that 
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depreciation in Austria was stopped by the artificial stabilisation 
of the rates of exchange. Prices which had been “ simply 
following these rates’ were then stabilised too, and the con- 
tinued increase in the circulation ‘‘ was a matter of indifference 
for the time being.” Here again the analysis does not appear 
to be complete. The increased issues of notes did not upset 
the balance because they were counteracted by a decrease in the 
velocities of circulation and by the disuse of foreign currencies 
for internal transactions. This was due to a sudden revival of 
confidence in the future of the crown, a revival owing partly to 
the apparent stability of the rates of exchange, but in part also 
to other causes, such as the intervention of the League and the 
prospect of a foreign loan. It was this sudden increase in 
confidence which checked the rush to get rid of crowns and made 
it possible to issue further notes while the price level actually 
fell. 

Another interesting point which emerges from M. de Bordes’ 
analysis of the effects of a change in exchange rates originating 
in some cause independent of home or foreign price levels is 
the working of the gold exchange standard under these con- 
ditions. This system maintains a stable rate of exchange at 
the expense of a stable price level. But if the occasion for 
readjustment arises from a change in exchange rates not due 
to a change in price levels, then the working of the system will 
involve a double fluctuation in the home price level. Thus, 
suppose an increased demand for foreign currencies due to 
speculation, the regulating authority will sell exchange in return 
for home currency, thus producing a fall in the home price level. 
Since this will not correspond to a fall in prices abroad, it will 
lead to a premium on exports, which will again react on the 
exchange market and pull prices up owing to the increased 
purchases of foreign exchange in return for home currency by 
the regulating authority. Under these circumstances it is 
important to devise methods of keeping the exchange rates 
stable without affecting the circulation. M. de Bordes suggests 
various ways of dealing with a surplus supply of foreign exchange. 
The recent policy of the Austrian National Bank of making loans 
to its customers for the purpose of buying foreign exchange from 
it has met with severe criticism, but it seems to be making an 
effort, if a mistaken one, to meet a demand due to temporary 
speculative influences without causing deflation. 

Many other points might be noticed if space allowed. If this 
review has enlarged but little on the excellence of the book, 
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it is because the stimulating quality of the contents draws irre- 
sistibly to comment and criticism; but it is indeed one of the 
best books on currency questions which has appeared for some 
time. 

M. Franck’s book is a doctor’s thesis presented to the University 
of Paris. It is a straightforward account, drawn mainly from 
documents published by the League of Nations, of the deprecia- 
tion of the Austrian crown and of the steps taken to stabilise it. 
The choice of matter does not always seem well proportioned. 
It might be desirable, for instance, to have rather less about 
the abortive schemes of 1921, and rather more detail about the 
measures actually taken; the regulations governing the Austrian 
National Bank are not given nearly fully enough to enable the 
reader to grasp the conditions under which it works. The writer 
shows himself less critical than some people of the method by 
which a balanced Budget has been attained. The book would 
be the better for an index, but it provides a useful summary of 
events for those who have not time to go to the original documents. 

J. E. Norton 


Die Devalvierung des ésterreichischen Papiergeld im Jahre 1811: 
Fine finanzgeschichtliche Darstellung nach archivalischen 
Quellen. By Victor Hormann. (Munich and Leipzig: 
Duncker and Humblot. Pp. 231.) 


Tue past history of Austria presents many examples of 
striking experiments in currency matters. One of these experi- 
ments, carried out in 1811, is described by Doctor Victor Hof- 
mann in this book. The author is in charge of the archives in 
the Federal Ministry of Finance in Vienna and, having access 
to all the records, is eminently qualified by his position to 
undertake the task. Considering the present plight of Austria, 
the desire to interrogate the past so as to elicit a lesson for the 
present is only natural. The long-drawn-out struggle, first with 
revolutionary France and then with Napoleon, which began in 
1792 and lasted up to 1815, with only brief intervals of cessation 
of hostilities, was financed by the printing of paper money, 
and in a very few years the inevitable consequences of such a 
method of financing the war made their appearance. The 
metallic portion of the currency disappeared from circulation ; 
the paper money which took its place retained only a negligible 
fraction of its nominal value; the Budget showed enormous 
and recurring deficits; the prices of things soared up to 
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fantastic heights, and then, as now, people found it difficult 
to live on their incomes. The Archduke John, the youngest 
brother of the Emperor and the leader in the disastrous cam- 
paign of 1809, thus describes the condition of Austria: “The 
monarchy stands on the brink of ruin and dissolution, the army 
is annihilated, the spirit is crushed and the finances are in the 
greatest disorder. The internal administration is deplorable. 
Distress, discontent and despair prevail everywhere.” On the 
death of O’Donnell, who was then the Minister of Finance and 
had striven bravely against great odds, in evolving order out of 
chaos, the Emperor entrusted the direction of financial affairs 
to Count Joseph Wallis, a nobleman of Bohemia, who was Irish 
by descent. He is described by his secretary, who later succeeded 
him in the office, as ‘‘ resembling a powdered lion, rich and 
vain, who, while not possessing any expert knowledge of financial 
affairs, possessed the qualities of firmness and courage in the 
execution of decisions once made, unlike his predecessor, who 
broke down under the weight of his heavy responsibility. He 
went to bed with a dozen or so of books, read the title-page and 
a few sentences, then took up another, without ever finishing a 
page.” The Count acquired his knowledge of financial subjects 
from two treatises, namely, from (1) An Inquiry into the Conse- 
quences to a State of an Excessive Issue of Paper Money, by Anton 
Van Coeverden, published at Gottingen in 1805, and (2) National 
Economy, by Count Julius Von Soden, a work consisting of 
eight volumes. Specially useful to Count Joseph Wallis was the 
work of Coeverden, who wrote under the direct impression of the 
financial chaos prevailing at the time in France. Coeverden 
rejected such measures as reduction of the weight of coins, 
passing of laws against the premium on coins, fixing of prices 
and issuing of restricted quantities of paper as utterly ineffective, 
and pointed to the necessity of preventing deficits and creating 
surpluses in the Budget, which could only be achieved by the 
exercise of the strictest economy in expenditure, by raising the 
rates of taxes and by increasing the income from State lands 
and property. Count Wallis took some time in preparing his 
scheme for the reorganisation of the finances and had to over- 
come the opposition of the other members of the Austrian 
Cabinet, many of whom proposed solutions of their own. Towards 
the end of December 1810 the Minister placed before the Emperor 
a draft of his proposals, which was finally passed and signed 
by the Emperor after a good deal of discussion. The Imperial 
Decree embodying these proposals was to be promulgated on 
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March 15, 1811, and its principal points may be summarised as 
follows : 

(1) The face value of all the notes was reduced to one-fifth. 
They were to be recalled from circulation and exchanged at 
par for another species of notes called Redemption notes. These 
Redemption notes were to be secured on the credit of the different 
States of the monarchy, and a fund was to be created by the 
sale of Church lands and by enhancing the contribution of the 
States, to act as a reserve for their Redemption. 

(2) These Redemption notes were to be declared from the 
Ist of February 1812 as the sole legal tender, and to be known 
as the Viennese currency. 

(3) Old debts were to be discharged in these Redemption 
notes according to a scale appended to the Decree. 

(4) Interest on the Public Debt was reduced to one-half. 

(5) All taxes were to be paid either in Redemption notes or 
in the old paper money reckoned at one-fifth of the value of the 
former. Payment of salaries, pensions and other obligations of 
the State was to be effected in the same manner. 

In the introductory portion of the Imperial Decree the end 
aimed at was declared to be the reduction of notes to such an 
amount as would establish a proper relation between the quantity 
of such notes and the legitimate needs of commerce on the one 
hand, and, on the other, to secure and to maintain for the 
subjects of His Imperial Majesty the advantages of paper money, 
which produced harm only when issued in excessive quantities. 

The strictest secrecy was maintained as regards the contents 
of the Imperial Decree, which was to be issued on the same 
date in all States of the Monarchy. In the copy sent to the 
Archduke Charles, Palatine of Hungary, many of the provisions 
were left out and others were modified, for fear of Hungarian 
opposition. The police showed a marvelious vigilance and 
activity in acquainting the central authorities with the reception 
accorded to the Decree and the impression it created. It appears 
to have been the department of the monarchy which was most 
efficiently organised. It is interesting to note that some of the 
Imperial ladies, receiving a hint of what was coming, had made 
large purchases before the promulgation of the Decree. The 
system of Count Wallis broke down, as war clouds appeared 
again on the horizon in 1812 and necessitated a return to the 
printing of notes. The verdict of Prince Metternich was that 
the Emperor, as well as he himself, attached only a limited 


importance to the plans of Count Wallis, and regarded his system 
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as a temporary makeshift for reaching a position of some 
stability, from which they could view the future course of the 


war and its fortunes. 
L. K. HypER 


Die geldtheoretische und geldrechtliche Seite des Stabilisierungs- 
problem. By Lupwie Mises and Franz Kien. (Munich 
and Leipzig: Duncker and Humblot. Pp. 75.) 


In this monograph, written at the invitation of the Verein 
fiir Sozialpolitik, the problem of Stabilisation is discussed, in 
its twofold aspects of monetary theory and of law, by Mises 
and Dr. Franz Klein respectively. Mises’ contribution is much 
the more important. According to him, the problem of stabilisa- 
tion as it presents itself to-day is not the same as the pre-war 
problem. Then it meant stabilising the purchasing power of 
gold, and the problem that now confronts different countries 
relates to stabilising the value of paper in relation to gold. The 
evils of an unstable gold standard of pre-war days are insignificant 
compared with the evils of paper currencies of to-day. 

Mises describes how the currencies of Central European 
countries have come to rest on paper by a constant resort to 
the device of covering deficits between income and expenditure 
by the creation of paper money, both during and after the last 
war, and how the evils and sufferings of the last ten years have 
gradually compelled people to a vivid realisation of the fact 
that, without a reform of the monetary systems, neither an 
orderly development at home nor the establishment of economic 
relations abroad is possible. 

Mises analyses the symptoms and effects of advanced inflation 
. lucidly, and points out that sooner or later the monetary system 
of countries which indulge in this practice of inflation breaks 
down. People begin by decreasing their demand for such 
money and end by discarding it altogether. During the process 
of depreciation the value of money falls more than in proportion 
to the quantity of notes forced into circulation, and at the high 
level of prices people find that they have not enough money for 
the settlement of their transactions. He disposes of, in a few 
sentences, the popular notion that the depreciation of the mark 
is due to speculation on the part of foreigners. But for such 
speculation the position of the mark would have been worse. 
The author discusses the remedies which are usually proposed 
by politicians and writers in newspapers, and is able to establish 
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his statement that all such remedies, for example, prohibition 
or centralisation of dealings in foreign exchange, are either 
ineffective or superfluous, if inflation is the cause of such depre- 
ciation. He further refutes the opinion widely held in Germany, 
that the depreciation of the mark is due to an unfavourable 
balance of trade or the necessity of having to make reparation 
payments. Not these but inflation is the cause of such deprecia- 
tion. Mises advocates a return to the gold standard, but would 
be content with the gold exchange standard for the present if 
the ideal of the gold standard is ultimately reached. The 
immediate steps that should be taken are that the State must 
absolutely abandon the practice of covering deficits by the 
printing of notes, the mark should be devalued at its present 
low level, the existing quantity of notes should be declared to 
be the statutory maximum permissible, the Reichsbank should 
be forbidden to increase cither its note circulation or its Giro 
liabilities not covered by the deposit of gold, foreign bills of 
exchange, or foreign currency, and no arrangement of any kind 
should be tolerated under which any evasion of the above rules 
could take place. The Reichsbank must be bound by law to 
exchange either notes for gold or gold for notes at a fixed rate. 
To obviate the risk that the bank might be depleted of its gold 
reserves in the beginning, it should pay out gold either in bars 
or in coin for large amounts only. Mises is prepared to 
recommend the introduction of gold coins in internal circulation, 
in order to break the habit of using notes. 

Dr. Klein in his essay discusses, with a jurist’s fondness for 
precise distinctions, the juridical meanings of the word stabilisa- 
tion, and then examines at length the proposal of another Austrian 
writer, that in order to check the fluctuations of paper money 
and thereby to prevent, as far as possible, undeserved gains and 
losses, all money contracts in future should first be expressed 
in gold at the rate prevailing on the day the contract is entered 
into, the borrower should receive payment in paper and the 
debt should be liquidated by re-converting the fixed gold value 
of the debt in paper at the rate prevailing on the day of liquida- 
tion. Since the proposal applies to long-term contracts, it 
would not remove the uncertainty surrounding transactions of 
daily life, and it is by no means certain that further depreciation 
would even be moderated. In all forms of stabilisation the 
ideal of social justice between the different classes must be 
constantly kept in view and the question of old debts must be 
satisfactorily settled. ‘The author rejects the proposal as defective 











118 THE ECONOMIC JOURNAL [MARCH 


on the grounds given above. Devaluation, in his opinion, would 
violate the rights of property guaranteed by the German and 
Austrian constitutions. The author concludes on a note of 
caution and inclines to the view that, considering the difficulties, 
the best course for the State might be after all to begin afresh 
and introduce a new currency. 

L. K. HypDER 


Grundriss der Sozialékonomik: Zweite Abteilung: LErster Teil. 
Second Edition. (Tiibingen: Mohr. 1923. Pp. viii + 309.) 


ONE approaches these volumes with feelings of respect, for 
the names of the most illustrious economists of Central Europe 
adorn the title-page, as contributors to the series. No new 
theories of a writer anxious to hit off are propounded in the 
present volume. It deals with some of the subjects which form 
the groundwork of economics and the contributions are from 
writers who occupy a high place as economists. The geographical 
foundations of economic activity are laid bare by Hettner; the 
population question is discussed in a masterly manner by 
Mombert; the interesting and very often neglected problems 
of race in their bearing on economic activity are surveyed by 
Michels; the theory of consumption receives at the hands of 
Oldenberg an able and exhaustive treatment, and in the con- 
cluding memorandum the problems of division of labour and 
fatigue in relation to the efficiency and well-being of workers 
and their joy of work are treated by Herkner. Before an 
attempt is made to give a summary of the views of the different 
writers, two remarks must be made. In the first place, the 
statement of theory does not diverge, in essentials, from lines 
accepted as sound among English economists. In the second 
place, since the divisions of economic science are closely inter- 
related, divergent views on minor points of detail are bound to 
arise in a work of this kind, in which different writers collaborate. 

In introducing us to his subject, Hettner points out that 
writers of antiquity, e.g. Hippocrates and Strabo, were well 
aware of the dependence of man on the nature of the earth’s 
surface. Montesquieu and Herder took up the threads of the 
classical authors and gave a rather exaggerated expression to 
this relation of dependence. It was left to Alexander von 
Humboldt to establish the close connection between the political 
and economic life of the countries which he visited during his 
travels and the peculiarities of their geographical conditions. 
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Other writers, notably Peschel, Reclus and Richthofen, con- 
tinued their studies along lines indicated by Humboldt, and 
Ratzel was able to furnish a comprehensive account of this 
dependence of man on the facts of his physical surroundings. 
The task which geography should set before itself now is not 
merely to discuss the influence of nature on man, but to deal 
in a systematic manner with man’s economic work and its 
geographical distribution over the entire surface of the earth, 
which is not smooth like a billiard-table, but presents an unending 
variety of conditions to man for his economic activity. 

In tracing the first steps of man’s advance, Hettner is of 
opinion that the older view, based on the Bible, and held largely 
even now, that the domestication of animals and the emergence 
of nomadic life preceded the cultivation of plants, is erroneous. 
The cultivation of plants came first and the domestication of 
animals afterwards. It is highly improbable that the hunter 
suddenly developed into a trainer of animals and then passed 
over to agriculture. The course of actual development seems 
to have been just the reverse of this. In speaking of the ancient 
culture of India, which developed in the country after the entry 
of the Aryans and extended its influence far beyond the frontiers 
of India, Hettner seems to forget that the original inhabitants, 
the Dravidians, possessed a culture of their own, especially in 
the south of India, according to some weighty authorities, and 
gave a tone to some of the important institutions of the invaders. 
His remarks on the “‘ Europeanising tendencies ’’ of the present- 
day world are interesting. Some Brahmin, reading the past 
of his own country, might be tempted to ask: ‘‘ What became 
of the Hellenising tendencies of the Greek in India long ago?” 
The query would not be pertinent, for our present-day “ world- 
economy,” being based on the solid and far-reaching foundations 
of modern means of communication, is assured of a stable 
existence of increasing usefulness. 

Mombert’s discussion of the population question is weighty. 
The reviewer has not come across in any other work such a 
masterly statement of a question, many intricate sides of which 
are still wrapped up in obscurity, although the broad outlines 
are definite and well marked. The causes of the continuous fall 
in the birth-rate in many countries and among various social 
groups are traced lucidly to their ultimate psychological origins. 
The author’s opinion is that the fall in the birth-rate is due 
to the spread of economic rationalism, and whole groups of 
people, economically strong, have shown a decided tendency to 
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restrict their numbers, with the object of maintaining their 
standard of living. Psychological and not functional changes, 
as was previously supposed, are in progress and serve to explain 
this downward tendency of the birth-rate. The contrast between 
town and country in this respect will become less marked in 
course of time. While giving a well-balanced account of the 
views of Malthus, Mombert criticises him for his mistaken belief 
that there would be a diminution of the marriage-rate and a 
rise in the average age at which people marry. This belief 
has been rendered false by the trend of events in the last few 
decades. Malthus could not foresee a development in which 
the rate of increase of the population would be separated from 
and thus be made independent of the marriage-rate. Further, 
the average age of marriage has fallen and not risen. The 
manner in which his positive checks operate in advanced com- 
munities with a higher standard of living is not the same as in 
primitive communities. Want presses the latter, while the 
former are oppressed not by scarcity itself, but by the fear of 
scarcity and their anxiety lest their standard of living might be 
brought down. Agreeing with the statement of Karl Marx, 
that ‘‘ an abstract law of population exists only for animals and 
plants in so far as man does not interfere and that, as regards 
man himself, there is for every period of production a law of 
population applicable to that period only,” the author is of 
opinion that Malthus is not supported by the evidence of history 
in his formulation of a law of population good for all times and 
all people. Throughout his discussion of the population problem 
Mombert marshals his evidence impressively and takes due care 
in examining all sides of a question before making a general 
statement. 

The interesting relations between races of mankind and their 
different economic activities are examined by Michels, both in 
the light of history and the facts of the industrial world as it is 
to-day. As regards industrially backward races, the author is 
of opinion that a very large portion of their defective qualities 
is not inherent or inborn, but is the result of the economic and 
historical circumstances of their evolution, which are, therefore, 
from their nature accidental and transitory. When the first 
railways were built in Germany, foreign observers thought, and 
the Germans themselves believed, that the railways did not suit 
the spirit of the German character, as it was tuned more to a 
festina lente way of life. In 1820 Genovesi, an Italian writer, 
wrote of the Germans that they would not be able to show such 
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an advance in trade and industry as the English and the French 
could boast of. Kant reproached the Italians for their keenness 
for the practical side of life. These statements appear strange 
in the light of subsequent developments. The author’s view is 
that there is undoubtedly at present a differentiation of races in 
respect of industrial aptitudes and economic activity, but it 
cannot be regarded as unalterable and permanent. For the 
present, however, ‘‘ world economy” requires the help of all 
races and no one race can be considered to be superfluous. 

Then Oldenberg introduces us to the subject of consumption, 
accounts for its undeveloped state in the past, and proceeds to 
describe the results that have been obtained so far by a 
systematic study of this branch of economics. His treatment 
of the subject of family budgets is illuminating, and he is able 
to bring out clearly the instructive uniformities which are 
revealed by an analysis of the expenditure of classes with small 
incomes. He devotes a good deal of space to the discussion of 
diet and the food-values of the various articles. The useful 
substances which are at present classed under the convenient 
label of ‘‘ vitamins,” in the present imperfect state of our know- 
ledge concerning their real character, duly find a place in his 
discussion of this subject. A knowledge of many more subjects 
must be necessary for students of economics in Germany when 
boundaries separating the different fields are pulled down in this 
manner. 

In the final chapter, the contents of which must be noticed 
only very briefly in view of the length of this review, Professor 
Herkner discusses the question of labour and division of labour 
from the points of view of the workman, the employer, and 
society. The central problem is how to reduce to a minimum 
the direct and indirect discommodities of labour, to create a 
feeling of delight in work in the mind of the workman, and to 
increase productive efficiency at the same time. In the Middle 
Ages, the people whose hands reared the noble piles of Gothic 
architecture were actuated by the love of God in the execution 
of the least little task. Ordinary commodities were produced 
under the vigilant eyes of masters, jealous of the reputation 
of their craft and glorying in its excellence. In modern industry, 
apart from the rare occasions on which the millions who toil 
are deeply stirred by great national events, by a feeling that, 
however humble their role, by doing a task well they will be 
helping in the realisation of some great dream or ideal, there is 
nothing so high as can properly take the place of either love of 
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God or the approbation of their fellow-man. The incentive to 
work lies in money, which is a poor substitute indeed. 

Thus still unsolved is the problem of labour, one side of 
which—that relating to joy of work—found poetic expression 
in the following lines by Schiller : 


“dass der Mensch im inneren Herzen spiiret 
Was er erschafft mit seiner Hand,”’ 


and the other side—that relating to monotony of life—in 
Dehmel’s poem Der Arbeitsmann : 
** Uns fehlt nur eine Kleinigkeit 
Um so frei zu sein wie die Végel sind : 


Nur Zeit.”’ 
L. K. Hyper 


Gesammelte Aufsitze zur Social und Wirtschaftsgeschichte. By 
Max Weser. (Tibingen: Verlag von J. C. B. Mohr. 
1924. Pp. iv + 556.) 

Tuts volume consists of six sections, written at different periods 
and collected and published since Weber’s death, so as to form a 
coherent whole. 

The first treatise, which fills more than one half the volume, 
is a detailed exposition of the social and economic organisation of 
the ancient world. Mesopotamia, Egypt, Palestine, Greece and 
Rome are exhaustively described. The second treatise discusses 
the causes of the ruin of the ancient civilisation. The fall of Rome 
Weber attributes neither to the strength of her enemies nor to 
the incapacity of her rulers. Most of the causes assigned are wide 
of the mark. Despotism is not necessarily fatal to a country— 
witness the success of Frederick the Great ; luxury and immorality 
are symptoms rather than causes of decline, and the actual effects 
of the emancipation of women and the loosening of the marriage 
tie have been exaggerated. Weber’s theory, expounded in great 
detail, is that the ancient civilisation rested uneasily and in- 
securely on a basis of slavery, and that the failure of the supply of 
slaves, when there were no worlds left to conquer, necessarily 
brought with it the dissolution of the existing order. 

The third treatise deals with the Trading Companies of the 
Middle Ages, when civilisation woke like a giant refreshed after 
her long sleep through the Feudal Ages. An essentially prosaic 
dissertation is ushered in with unexpected poetic metaphors. 
Neither the songs of the minstrels, we are told, nor the tourneys 
of the feudal lords succeeded in waking the slumbering giant. 
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Civilisation owes her revival to the busy trafficking of the medieval 
city. Weber describes first the development of home industry, 
and then the growth of commerce and international trade, 
treating the subject almost entirely from the legal point of view. 
The different forms of Trading Associations of Spain, Southern 
France, Sicily and Lower Italy, Genoa, Pisa, Venice, Milan, 
Florence and Verona are described in detail, with copious quota- 
tions from the medizval mercantile codes. The Genoese Statutes 
of 1588-89 are of particular interest as showing the origin of Joint 
Stock Limited Liability Companies. 

There is here a considerable break in the historical sequence, 
for the last three treatises deal with modern German agricultural 
problems. Treatise IV, ‘‘ Die léndliche Arbeitsverfassung,’ and 
Treatise V, “‘ Eniwickelungstendenzen in der Lage der ostelbischen 
Landarbeiter,” cover approximately the same ground, both being 
chiefly concerned with the catastrophe which had overtaken 
agriculture east of the Elbe at the time of writing (1893-4). In 
South and West Germany, small peasant estates were still the rule, 
and practically no agricultural economic problem existed. In 
North-West Germany large peasant estates passed from father to 
son without subdivision, an arrangement which involved the 
divorce of the other sons from the soil, and their migration into 
the cities—still no serious problem. But east of the Elbe, large 
estates cultivated by hired labour were the rule, and here the 
introduction of the threshing machine and the development of 
the sugar-beet industry, with its capitalist organisation and its 
demand for intensive seasonal instead of all-the-year-round labour, 
had produced a very serious state of affairs. The seasonal demand 
was met by Russo-Polish immigrants, who poured in their hordes 
over the frontier, ousting the German labourer from his home 
and soil, and permanently lowering the local standard of living. 
The result was not only socially disastrous, it was politically 
dangerous. But a remedy was not easy to discover. After 
discussing all the alternatives that had been or could be suggested, 
Weber proposed the absolute exclusion of Russian workmen, and 
the reorganisation of the relations between landlords and workers. 
He disapproved of small peasant holdings which fetter the owner 
and hand him over, tied hand and foot, to the landlord. On the 
other hand, he proposed that the worker should rent a holding, 
and divide his time between the cultivation of his own small farm 
and the supply of paid services to his landlord. 

The above is no more than a brief survey of a really monu- 
mental work. It seems a pity that the product of so much 
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learning, and matters so inherently interesting, should have been 
presented in a style so arid and involved that it must discourage 
any but the most persistent German student. Only the chapter 
on ‘ Die lindliche Arbeitsverfassung’’ (some 25 pages out of a 
total of 556), which was originally given as a lecture, is plain 
straightforward reading. Everywhere else it is difficult to dis- 
entangle principles from an almost overwhelming mass of detail, 
and the compilers have not attempted to assist the reader either 
by an adequate table of contents or by an Index. 
H. REYNARD 


Gesammelte Schriften von Eugen von Béhm Bawerk. Herausgegeben 
von Frank X. Weiss. (Hoélder-Pichler-Tempsky, Wien und 
Leipzig, 1924. Pp. xix + 515.) 

Tuts collection contains the best part of the Miscellaneous 
Writings of Bohm Bawerk, beginning with a complete reproduction 
of his first book, Rights and Relations (Rechte und Verhdltnisse), 
1881, perhaps the most brilliant and unanswerable of his economic 
contentions, as yet untranslated. It naturally does not include 
the monumental work on Interest and Theories of Interest. The 
other (fourteen) articles are some of them old friends; but one 
or two are new to most readers out of Austria. The last purely 
economic tract 1 (Force or Economic Law ?) is here, and there is 
a monetary article which appeared in a Vienna newspaper as 
late as January 1914, the year of his death.2, The monetary 
article has a special interest because we had hitherto no taste 
of his quality as Finance Minister, currency and finance figuring 
rarely in Béhm’s economic writings (e.g. p. 129). The Austrian 
balance of payments, after being “favourable ” for thirty years, 
became “unfavourable” in 1907 and had remained so. Many 
explained this by the progress of manufacture in Austria and 
Hungary. Béhm answers that such progress would more natur- 
ally have led to the opposite result, furnishing the nation wealth 
to lend to others rather than obliging it to borrow. The lending, 
after leading to a flow of exports without imports, would, when the 
interest was due, lead to an inflow of imports without exports. 
This has been so in rich countries like England, France, Belgium ; 
not so in Austria, which has never become a creditor State. 
When a country with little capital of its own is turning to manu- 
facture, it must borrow the capital; and the capital must come 


1 See Economic JouRNAL, June 1920, p. 214 seq. 
2 Obituary, zbid., December 1914, p. 648, 
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‘ 


in the form of goods, creating a ‘“‘ passive balance.”’ Austria is 
a poor nation aping the rich. The borrowing has gone on; the 
time of mere payment of interest has never come. When the 
time comes for the inevitable repayment of principal, we shall 
have our “ active”’ balance again. At present we have wasteful 
expenditure, public and private, and unthrifty borrowing. “I 
know well enough that the official statistics of our foreign debt 
display no such high figures as are implied in the foregoing argu- 
ment. But I know equally well that this branch of statistics 
has to work with uncertain data, leaving loopholes for omissions 
and errors. Moreover, a considerable part of the imported capital 
contributing to our passive balance can enter in a form escaping 
the meshes of our statistics of debt, namely, the form of private 
industrial establishments founded by foreigners in our own 
country ”’ (p. 515). 

Bohm was Finance Minister in 1895, 1897 and 1898, then in 
1900 to 1904. He helped to convert the debt and to abolish the 
sugar bounty. He seems to have found some difficulty in carrying 
his colleagues with him. This article is the only one that betrays 
his feelings in office. The others are on the programme of the 
Austrian Economic Journal at its foundation in 1892; the 
Classical School; in various aspects, the theory of Value; Cost 
and Price, Demand and Supply. Like our own Alfred Marshall, 
he was aware of the drawbacks of free competition (pp. 475-480). 
Like Marshall, he cherished in all his devotion to study a warm 
desire for practical reform. Dr. Weisz has shown this side of him 
well, in the Preface (p. x), with many other lights on his hero’s 
life and character. It appears that his first inclinations in youth 
were towards physical science (Preface, p. iii). 

The portrait is a speaking likeness, adding greatly to the value 


of the book. 
J. BONAR 


Der Wirtschaftende Mensch in der Geschichte. Gesammelte Reden 
und Aufsitze. By Lugo Brentano. (Leipzig: Verlag 
von Felix Meiner. 1923. Pp. xii + 498.) 


In this collection of Lectures and Essays Professor Brentano 
addresses himself particularly to the young enthusiasts who take 
up the study of economics in the hope of finding a scientific 
confirmation of their preconceived ideas. These he warns that 
nothing is possible unless it is economically feasible, and that 
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nothing is economically feasible if it conflicts with the natural 
impulses of the “‘ Wirtschaftende Mensch.” 

From the point of view of this teaching there is something of a 
break between the first five chapters, which were published at 
intervals between 1888 and 1910, and the next six, which were 
published in book form under the title of Die Anfénge des Modernen 
Capitalismus, in 1916. This book was fully reviewed in the 
Economic JouRNAL of March 1920 by Dr. J. H. Clapham. As 
regards Chapters I to V, a certain amount of repetition, for which 
the author apologises in the Preface, is inevitable in a set of 
Lectures on cognate subjects given at intervals of time to different 
audiences. Thus the chapter on the “‘ Economic Teaching of the 
Early Christians’ repeats much that had been expounded in 
‘“‘ Ethics and Economics in History,” and the same doctrines 
reappear in later chapters with fresh emphasis. The whole 
exposition, however—admirably lucid and _ illustrated with 
Brentano’s wealth of historical knowledge—makes most interesting 
reading. 

Chapters IT and III develop the main theme, 7.e. that the most 
exalted ideals must fail to be realised if they conflict with 
elementary human instincts and neglect ordinary human needs. 
The Early Christian Fathers were professed Communists, who 
derived their views on poverty and riches direct from the Gospels. 
No one can serve both God and Mammon. Accordingly they 
preached poverty and self-denial; they condemned trade, which 
was inevitably instigated by the desire for the greatest possible 
gain, and which even at its best filled men’s minds with anxieties 
and turned their thoughts from God. And they prohibited usury 
with the utmost severity. When trade in one form or another 
was seen to be inevitable, they tried to counteract its evil effects 
by the doctrine of the “‘ Just Price.” 

Practice did not, however, altogether accord with precept, 
for the Church herself began to own property and to accumulate 
the very riches which she condemned. Poverty fled to the cloister, 
but the cloister too became contaminated. This explains the 
frequent founding of new Orders, as the old Orders fell from grace 
and abandoned their ideals of poverty and self-denial. 

Even the precepts of the Church eventually grew more 
tolerant in regard to wealth and trade. The doctrine of the 
‘“* Just Price’ opened the door to a justification of profit, since 
thecostof production which regulated pricecould be held to include 
an allowance for the merchant’s own needs. Thus Thomas 
Aquinas, who sought to reconcile Christian teaching with pro- 
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gressive economic development, admitted the justification of a 
“* moderate profit ’’ to be devoted to the upkeep of the merchant’s 
house and to the support of the poor. He also allowed the dealer 
to charge more than the cost of the merchandise if the goods were 
worth more to him, thus introducing the very subjective elements 
which the doctrine of the ‘‘ Just Price”’ aimed particularly at 
excluding. An ingenious device evaded the difficulty caused by 
the prohibition of usury. It was not permissible to charge 
interest on a loan, but a penalty clause could be inserted in the 
contract, which became operative if the money were not repaid 
by a given date. Thus the prohibition of usury was found com- 
patible with a 60 per cent. rate of interest. This abuse was only 
rectified by a measure which legalised interest but limited the rate. 

But it was the development of foreign trade which finally 
undermined the doctrine of the “‘ Just Price.” For in dealing with 
the foreigner, 7.e. the enemy, no scruples held good, and it was 
clearly permissible to make the greatest possible profit out of every 
transaction. Once admitted, the “ greatest profit’’ tendency 
crept from one set of circumstances to another, from foreign trade 
to home trade, from sale to manufacture, till it filled the whole 
picture. 

Brentano traces two separate currents in the emancipation 
of economic thought from ethical teaching. The one is pagan 
and derives from Machiavelli, the other is Christian and can be 
traced to the Reformation. The Protestant religion does not bid 
man flee the world, but live in it and serve God to the best of his 
ability. Many of the Puritans were most successful exponents 
of this doctrine, and might almost be said to have solved the 
problem of serving two masters. 

In the chapter on “The Church and the Development of 
Freedom,”’ Brentano argues that personal freedom owes less to 
religious teaching than to economic necessity. To the early 
Christians, with their contempt for earthly joys, the lack of 
personal liberty seemed a minor evil. History shows that the 
Church did nothing to liberate the slaves, but, on the contrary, 
shared in the benefits of ownership. Slavery as an institution 
began to decline when it ceased to be profitable. It survived 
longest in the plantations of the United States and the West 
Indies, where slave labour was remunerative because supervision 
was easy, and the slave never had to be kept in idleness. In 
Medieval Europe it paid better to give the serf the land farthest 
removed from the domain for his own use, and to require only a 
part of his services in return. 
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All attempts made in the past, Brentano concludes, to order 
Society in opposition to the natural impulses of men, have failed, 
and it would be idle to expect a different fate in thefuture. There 
is a tendency to-day for all men to look hopefully to legislation— 
the more favoured classes in the hope of finding protection for 
their privileges, the less favoured with the intention of securing a 
greater share of the world’s good things for themselves. But 
positive legislation will not alter the nature of man. Brentano’s 
advice to the idealist is to hold fast to his ideals, but to fight for 
them within the framework of necessity, in accordance with, not 


in opposition to, the laws of human nature. 
H. REYNARD 


Die Soziale Frage. By Lupwie Stein. (Stuttgart: Ferdinand 
Enke. 1923. Pp. xii + 592.) 


Tue origin of this book, the fourth edition of which has 
been dedicated to Lord D’Abernon, the British Ambassador to 
Germany—‘ to the scholar and not to the statesman,’”’—and 
the second edition of which was dedicated, by permission, to 
Herbert Spencer in 1903, lies in a course of lectures delivered 
by the author at the University of Zurich as far back as 1888. 
In its earlier editions it was translated into Russian, French 
and Japanese. It deals with the Social Question, considered 
in the light of Philosophy, not, as the author points out, in its 
narrow economic aspect, but as embracing within its ample 
folds “‘ a whole bundle of other questions involving, for example, 
the religious, ethical, pedagogical, legal, political, ssthetical 
and, last but not least, international aspects of the social ques- 
tion.” The scope of inquiry thus widened, there is not a social 
institution, not a social ideal, not a country, not a people, and 
not a period which the author does not review. It would be 
difficult to say whether it is a treatise on Social Philosophy, or 
Sociology, or the Social Question, as understood among English- 
speaking economists. The volume is a capacious portmanteau 
containing information on social phenomena and on social 
speculation from the remotest antiquity down to the present 
time. For over a generation the author has been piling up 
laboriously brick upon brick. The distracted reviewer, who had 
to make his way through this vast mass, feels that the author 
does not bear “ all that weight of learning lightly, like a flower.” 

Some of his statements embody easy answers to questions 
which are still undecided. In future editions of his work it would 











1925] WILBRANDT: PROBLEM DER VOLKSWIRTSCHAFT 129 


be better to give the English proverb, quoted on p. vii of the 
Introduction, in the form in which it is current among English- 
speaking people, and to correct a misprint in the spelling, on 
p. 31, of the name of a Heidelberg economist. 

L. K. Hyper 


Der Alkoholismus als Problem der Volkswirtschaft. By Prorzssor 
Dr. RosBert WILBRANDT. (Stuttgart: KE. H. Moritz. 
1924. Pp. 55.) 

R. WicBranpt, Professor of Political Economy in the Uni- 
versity of Tiibingen, sums up in this booklet all the arguments 
by which he hopes successfully to support the Temperance 
Movement in Germany. During the Great War consumption of 
alcohol had fallen in Germany to one-fifth, so that lunatic asylums 
contained no sufferers from alcoholic diseases, and in prisons 
there were hardly any cases arising from drunkenness. But now 
the consumption of alcoholic liquors is again greatly increasing, 
and no legislative measures sufficiently effective are taken against 
these abuses. Professor Wilbrandt complains loudly of the 
German people in their present critical situation allowing their 
best strength to be devoured by the habit of drinking. The 
consumption of alcohol was estimated before the war at three 
billions of gold marks, 7. e. 150 million pounds yearly, but might 
readily be put down at one-half more, taking account of the indirect 
damages caused by drinking (costs of police, administration of 
justice, hospitals). The production of alcohol requires in Germany 
as much land as is now in Wiirttemberg and Hesse devoted to 
agricultural products. Alcoholism creates want, dearness and 
waste of energy, as more work could be done in proportion 
with less drinking. Wilbrandt is looking forward to an improve- 
ment of such conditions by getting the German youth to abstain 
from alcoholic beverages. 

EvuGine SCHWIEDLAND 


Doctrines de Saint-Simon. Nouvelle édition, avec introduction 
et notes par MM. Bouct& et Evie Hativy. (Paris: Riviére, 
1924. Un volume, 8vo. Pp. 504.) 


Tue French Socialists of the nineteenth century, whose 
influence appeared to have been completely lost, have to-day 
come back into their own, at any rate in France. To what can 
this revival be ascribed? Is it a manifestation of nationalist 
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spirit, a reaction against German socialism, and is the change an 
unforeseen consequence of the battle of the Marne? Possibly, 
but a simpler explanation is to be found in the swing of the 
pendulum, which regulates the fortunes of economic theory 
with wearisome monotony. After half a century of absolute 
sway, the doctrines of Marx are beginning to lose ground, and the 
Bolshevist experiment does not seem calculated to restore their 
popularity. So we find a return to the doctrines of Marx’s 
predecessors, which are not so logical or scientific but more 
humane, peaceable and idealistic. 

With this change of public opinion, Proudhon and Saint- 
Simon regain their vogue. A large new edition of the complete 
works of the former is in the press, and we have here a new edition 
of the teachings of Saint-Simon—not the works of Saint-Simon 
himself, but the writings of his disciples, which in our opinion 
are much more interesting than those of the master. For although 
the school has kept the name of Saint-Simon with due reverence 
and will survive in history under his patronage, it is his successors 
Enfantin and Bazard, and especially the former, who are respon- 
sible for the influence which the school exercised over all the 
intellectuals of its age, and it is their influence which is being 
restored to-day. 

It was not until four years after the death of Saint-Simon 
in 1825 that the famous ‘“ Entretiens,’ which are reproduced 
in this volume, began to be held every Wednesday in a modest 
room in the rue Taranne (now superseded by the Boulevard 
Saint Germain). There is no author’s name, for the disciples 
desired none but that of the Master. As a matter of fact it would 
be difficult to attach a name to the lectures, for although most 
of them were given by Bazard, they were obviously inspired by 
Enfantin. The latter himself declared that he was ‘“ responsible 
for everything that has been thought and said in the teaching,” 
and this statement, which is quoted in the Preface to the volume, 
though somewhat lacking in modesty, is nevertheless sufficiently 
accurate. 

The ‘‘ Entretiens ’’ reproduced in this volume are seventeen 
in number, but only three of them deal with economic subjects, 
more particularly with the right of property. The others bear 
on history—in one of them we find the first concepts of a science 
of sociology to which one of the disciples, August Comte, was to 
give his name only a few years later—on education and on religion. 
They are outside the scope of this review. 

With the views of the Saint-Simonians on property we are 
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familiar. They refuse to be labelled Communists, although 
they have been accused of deserving the title. Nor, however, 
will they admit the right of property in perpetuity, 7.e. by 
inheritance. “Property owners and capitalists are trustees 
of the instruments of production, which it is their function to 
distribute to the workers” (p. 257). Clearly this formula con- 
tains the whole essence of collectivism, and leaves out nothing. 
It involves the abolition of the right of inheritance, not so much 
because a public function cannot be hereditary—it is hereditary 
in every monarchic or aristocratic State—but because so important 
a task as the distribution of the means of production cannot 
be left to the blind chances of heredity. There must be a properly 
constituted authority, competent to select the most capable 
workers, so as to entrust the instruments of production to those 
who are able to make the best use of them, and competent, 
moreover, to fit the right remuneration to the services rendered. 
This is expressed by the famous formula : ‘“‘ To everyone according 
to his talents; to every talent according to its achievement.” 

But how are we going to constitute this authority, which is 
to allot functions to the best advantage, put the right man into 
the right place, and, in short, realise in the economic world 
what every Government aims at establishing in the realm of 
politics and law? On this point the doctrine of the Saint- 
Simonians is not very clear. All that does emerge is that in the 
government of the future, bankers, engineers, scholars, artists 
and even priests—but priests of a new faith—will co-operate 
harmoniously, and that the new organisation will be neither 
political, nor military, nor industrial. Here Saint-Simon is ahead 
of Herbert Spencer, but I must confess that I cannot see how 
social forces so dissimilar and even antagonistic, at any rate 
in our age, are going to amalgamate. And even the lucid preface 
of Messrs. Bouglé and Halévy does not convince me. 

For it must here be admitted that by far the most interesting 
parts of this volume are the editors’ Preface of 60 pages, and the 
detailed notes which occupy almost as much space as the text. 
The editors are M. Bouglé, Professor of Sociology at the 
Sorbonne, and M. Elie Halévy, who must not be confused 
with his brother Daniel Halévy, also an author of repute. Their 
Preface glows with enthusiasm : they are not the type of disciple 
of whom Socrates is reported to have said: ‘‘ How should he 
be able to understand me? he does not love me.” But if love 
is the first condition of understanding, there is always a risk 
that it may over-rate its object. Our two commentators are 
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inclined to exaggerate the influence of the school of Saint-Simon. 
They would prove that it broke the ground and led the way 
to nearly all the later schools of social thought: not only to the 
Positivism of Auguste Comte, which is incontestable, but to the 
State Socialism of Rodbertus, to the Democratic Socialism of 
Louis Blanc, to the Communist International, and, at the very 
opposite pole, to the theocratism of Joseph de Maistre. But as 
Messrs. Bouglé and Halévy have themselves observed, this 
proves too much. Breadth and diversity in a school of thought 
may argue fertility, but they also spell failure. To be every- 
where means to be nowhere. 

The editors lay particular stress on the fact that Saint-Simon- 
ism is a “ socialism of producers ”’ (the Review which for several 
years was their special organ was entitled Le Producteur), and 
so opposed to the classical political economy, which adopts the 
standpoint of the consumer. “‘ Their social system approximates 
to one of the features of our modern organisation—the great 
Trust, of which the Saint-Simonians appear to have been the 
prophets.” This characteristic indeed best explains the renewed 
vogue which the schoolenjoys. The social conception of the great 
German industrial magnate Rathenau is identical with that of 
the Saint-Simonians, and only three years ago a group of French 
business men founded a Review which they named Le Producteur 
in order to make the connection unmistakable. 

There is one modern social school, however, which refuses 
to follow Saint-Simon in this respect, 7.e. the Co-operators. 
While differing absolutely from the liberal Economists on all 
other subjects, the Co-operators agree with them in maintaining 
the supremacy of the consumer and the subordination of the 
producer in the economic order. Like Adam Smith, they hold 
that every Association of producers is more or less against the 
public interest. This school, on whose behalf we have struggled 
for half a century, has the honour of counting Professor Bouglé 
among its disciples, or at any rate its friends. We should there- 
fore have wished to find in his Preface some exception to this 
aspect of the doctrine of the Saint-Simonians. When these 
designate consumers as idlers who levy a tithe on the producer, 
as mere drones in the hive, they are obviously confusing the 
consumer with the stock-holder. The man who lives on the 
interest of his capital might be considered a parasite, but to apply 
this term to the consumer is nothing short of absurd. 

CuARLES GIDE 
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The Economic Development of the British Overseas Empire. By 
L. C. A. Knowtes. (London: Routledge & Sons. 1924.) 


Proressor Lit1aN KNOWLES, in dealing with the economic 
development of the British Empire in connection with the new 
Bachelor of Commerce degree at the University of London, 
found no little difficulty from the absence of available books to 
which she could refer her pupils. She therefore acted upon the 
saying of her master, Dr. Cunningham: “ If you want a subject 
to live, you must write a text-book for it.” There can be no 
question as to the admirable manner in which she has fulfilled 
her task. Dr. Knowles possesses two gifts, not often found 
together—the gift of happy generalisation and the gift of the 
faithful presentment of details. Occasionally the generalisation 
may be a bit too bold, as when the “‘ Chief cause underlying the 
Great Trek ” of the Boers is said to have been the abolition of 
slavery, or when we are told that the feeling aroused by Asiatic 
immigration ‘actually caused the federation of the Six 
Australian States’; and that ‘‘ the founding of Australia was 
an attempt to give gaol-birds another chance.”’ 

Nearly always, however, the generalisations are extremely 
suggestive and stimulating to the reader. ‘‘ The primary method 
of British colonisation is road-making, whether it be an ordinary 
metalled road or a railroad. ... Like the old Romans, the 
English are essentially road-makers, and for much the same 
reasons, namely, law and order.” ‘‘ There is an inscription let 
into the pavement of Seville Cathedral to commemorate Columbus 
which says: ‘To Castile and Aragon he gave a new world.’ 
The work of researchers into tropical diseases, the work of 
administrators in carrying out their recommendations, has 
verily been to give a new world to mankind and to increase its 
powers and potentialities.” Again: ‘‘ In India British rule had 
to play the part of a universal provider and special providence ”’ ; 
whilst concurrently ‘‘ modern security means modern taxation.” 
“ Something for nothing is not to be obtained by India any more 
than by any other part of the world, and yet that is what the 
English are always being asked to produce in India.”’ Enough has 


been quoted to show that the volume does not suffer from 
heaviness of touch; it remains to give some explanation of its 
scheme. 

The first book deals with ‘the Empire as a whole.” The 
stages in development are given as follows: (1) an Empire of 
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outposts, 1598-1763; (2) Continental inland expansion, 1763- 
1870; and (3) the British Empire as a world Power, 1870 to 
present day. We next find a short but masterly sketch of the 
economic divisions of the Empire and their population. Stress 
is laid on the existence of two separate types within that Empire. 
The dividing line is that certain regions are an expansion of 
Western civilisation and are free to direct their own economic life, 
whereas ‘“‘ the other Empire, lying mainly in the tropics and 
sub-tropics, though influenced vitally by the West, still in essence 
retains its own civilisations, but is under Western guidance in 
economic matters.”” An account is then given of the old 
colonial system, 1596-1763, and of the new Empire with its 
changes in commodities, motives and methods of expansion. 
The section on financing the Colonies is of especial value, whilst 
the least notable portion of the volume is that dealing with the 
old colonial system, ground that has carefully been made good 
by Mr. G. L. Beer and other writers. 

Dr. Knowles is now in a position to approach the main theme 
of the volume, “‘ The British Tropics.”” But before dealing with 
India, Malaya, Nigeria, Kenya and Uganda in detail, it is 
necessary to discuss certain general problems, such as the effect of 
new cultures and new demands; the protection of the natives; 
agricultural development; education and finance, and tropical 
medicine and sanitation. All these subjects are dealt with 
lucidly and well; and one is especially struck by Dr. Knowles’s 
detached and philosophic attitude in treating such thorny 
questions as Indian immigration into South Africa and Kenya. 
The two hundred pages that deal with British India are a veritable 
compendium of useful matter, presented in a most attractive 
manner. 

In short, the merits and attractions of this volume justify the 
hope that before long we may have its successor, which will deal 
with the Dominions and the self-governing areas. 

As a new edition of the work will doubtless soon be required, 
it may be noted that in the text, references and index Sir H. 
Johnston’s name is always misspelt, whilst the ¢ of which he is 


deprived is given to Lord Blachford. 
H. E. Ecrrton 
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Every-day Life on an old Highland Farm. By I. F. Grant. 
(London: Longmans, Green & Co. 1924. Pp. x + 276. 
12s. 6d.) 


WHETHER viewed from the varying standpoints of the 
economist, the historian, or the reader of general literature, this 
will be judged an admirable work. Miss Grant has done con- 
siderable service to the two first classes, and has already earned 
warm praise from reviewers writing on behalf of the last. This 
connotes much skill, for it is admittedly difficult at one and 
the same time to interest the casual reader and to retain unim- 
paired the technical value of such a treatise. Nothing would 
have been simpler than to publish the account-book of William 
Mackintosh of Balnespick for the years 1768 to 1782 exactly 
as it stood, and in less fortunate circumstances this might have 
proved the wisest course, but Miss Grant had the capacity— 
and has utilised it to the full—accurately to investigate the 
contemporaneous economy of this Highland district, and has 
thus converted a bare record into a valuable contribution to 
economic history. In the process she has thrown much light 
on such questions as the relationship of the tacksman to his 
landlord and his sub-tenants, the allocation and distribution of 
plough-land (frequently runrig) in a mainly pastoral country, 
the survival of payment in kind and by service, the incidence 
of different charges on land, and the development of rotational 
systems. It is certain that numerous similar records exist and 
will eventually come to light, but, if one were permitted to 
select the areas from which they should be drawn ‘and postulate 
the period of time they should cover, this particular district 
and these very years would certainly be among the first examples 
called for. For, as Professor W. R. Scott remarks in his Preface, 
this was a time when Scottish agriculturists were still following 
many customs which the French war was soon to sweep away 
and make room for the improvers, whose work was nowhere 
more needed, or, in the end, better rewarded than in Scotland; 
further, both locality and period are closely associated with the 
work of Adam Smith. 

If an agricultural economist were asked to record his main 
impressions after reading the principal chapters, which deal 
with the methods of farming and the standards of rural life, he 
would probably reply that the microscopic scale upon which 
arable farming was carried out and the terrible climatic dis- 
abilities endured had most struck his imagination. Taking the 
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latter first, after every allowance is made for differences in 
latitude, persons familiar with twentieth-century village life in 
Southern England will gasp when they read extracts such as 
the following :—‘‘ From the 13th April to Friday 19th yr was no 
plowing nor sowing till the 22nd, with snow and drift. Tuesday 
16th being the coarsest day ever seen, noe beast would go out- 
doors, dry wind and frost nights from 22nd April till 4th May.” 
The land was clearly unapproachable throughout at least six 
months of the year, and at the mercy of snow and frost for 
another two, yet the inhabitants were dwelling in “ houses ” 
often greatly inferior to modern cattle-sheds, and they were 
penurious to a degree that can best be appreciated by reading 
of their efforts to sell, in distant towns, such humble commodities 
as a “‘ kid for sixpence or eightpence,”’ or a ‘“‘ few pennyworths 
of cheese.” 

In reference to the small scale upon which work was carried 
out, it will suffice to record that the farm carts were scarcely 
larger than present-day wheelbarrows, and were drawn by 
correspondingly minute and badly nourished horses. The latter, 
even when judged by the standards set by modern small-holdings, 
were unnecessarily numerous and therefore not economically 
employed. Naturally, the small and scattered patches desig- 
nated ‘‘ fields”? added a further handicap, nor had the new 
drainage system inaugurated by Smith of Deanston yet made 
its contribution towards facilitating cultivational operations. 
Despite all these drawbacks, the inhabitants of the Davoch of 
Dunachton were not retrograde farmers. Potatoes were men- 
tioned as early as 1774, flocks of Southern sheep were already 
being introduced when the account-book commenced, and grass- 
seed was referred to in 1770. It is unnecessary to add that 
these people were industrious to a fault. Is it to be wondered 
at, however, in view of what has been said in a previous para- 
graph, that the word “whiskey” figures so frequently in 
descriptions of their social gatherings ? 

The book concludes by giving several excellent maps show- 
ing the distribution of land and crops at different dates. These, 
taken in conjunction with the previously mentioned data relating 
to outgoings, rentals and yields, present a composite picture 
of the economy of the parish. Comparison with southern, and 
especially with East Anglian, conditions existing in a similarly 
defined area at the same period affords striking evidence of the 
divergence between the practices followed, and, incidentally, 
of the overwhelming superiority of the human standard per- 
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taining in the south. It is much to be hoped that Miss Grant 
may discover and publish further records of her careful and 
far-seeing ancestor; may it be suggested that, in this case, she 
will add to her readers’ debt by including an index ? 

J. A. VENN 


European Bankruptcy and Emigration. By Heimer Key, 
D.Ph. (London: Methuen and Co. 1924. Pp. 169.) 


“IT CONSIDER, roughly speaking, the condition of the con- 
tinent of Europe hopeless and perhaps irreparable, unless the 
present reparations policy with all its many complications is 
soon modified. The only means of rescue, to my mind, is organ- 
ised emigration from overcrowded Europe and a systematic 
colonisation of considerable dimensions of the still unexploited 
parts of the world.” This is the main theme of Dr. Key’s interest- 
ing little book. The war has “ practically ruined ’’ Europe, since 
it has disturbed those economic equilibria upon which its pros- 
perity depends to an extent only adjustable in terms of a wholesale 
redistribution of man-power. ‘This is to serve a fourfold purpose. 
It will help to solve the problem of unemployment in such coun- 
tries as our own; it will restore the balance of exchange between 
new countries and old ones, by increasing the production of raw 
materials from the former and the demand for the manufactured 
products of the latter; it will relieve Europe of its surplus woman- 
hood and Europe’s colonies of a corresponding shortage; and it 
will safeguard the economic future of the white races by pre- 
venting the Pacific Ocean from becoming a mare clausum for the 
yellow. 

This bold and far-reaching thesis was developed originally in 
a series of articles in the Svenska Dagbladet, and its presentation 
has both the merits and the drawbacks derived from its journ- 
alistic parentage. Well-informed, clear and emphatic in state- 
ment, Dr. Key writes as a realist and, we believe, with a just 
appreciation of economic and political values. But the sweeping 
character of his statements must (as is perhaps intended) challenge 
criticism, his facts are but slightly documented, and he strives 
a little too eagerly after the attainment of an artistic unity in 
the presentation of his views. 

English readers will be especially interested in what Dr. Key 
has to say about emigration within the Empire. His opinions 
are not novel, but they acquire a fresh cogency from the context 
in which they are put forward. “ Great Britain is at present 
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over-populated, and there is little possibility of using the surplus 
in her industries or otherwise. At the same time the dominions 
are under-populated . . . there is everywhere a great shortage 
of labour for the normal progress of work.”” The under-population 
of Australia in particular fills Dr. Key with alarm; the restrictive 
policy of the Trade Unions towards the immigrant labourer is, 
he thinks, short-sighted and calculated to defeat its own ends, 
while the policy of a “‘ White Australia,” as at present formu- 
lated, is doomed to failure, since the logic of physical and political 
geography is against it. 

Other passages worthy of attention are those in which 
Dr. Key discusses the future of South America, the “ imperial- 
istic ’’ policy of the United States, and the (dismal) prospects of 
de-capitalised Russia. His opinions are not calculated to cheer 
up many of us. For ourselves, we have little faith in emigration 
as a panacca in the absence (so marked in our own country) of 
the “will to emigrate.” But to those who wish to encourage 
the “ will to emigrate,’’ by methods more up-to-date than the 
religious persecutions and the reports of gold discoveries which 
have at different times proved efficacious, we especially commend 


this candid and well-written book. 
H. Putiires 


Expenses, Profits and Losses in Retail Meat Stores: How Much 
and Why. By Horace Sercrist, Ph.D. (Chicago, Illinois, 
1924. Pp. 70. $1.) 


Tuts is one of the third series of pamphlets published by the 
Bureau of Business Research of the North-western University 
School of Commerce (Chicago), which is under the direction of 
Professor Secrist. Series I consisted of two short pamphlets 
on the Book and Job Printing Industry and on Wholesale Price 
Movements of Paper in Chicago; Series II contained nine 
pamphlets or books relating to Retail Clothing Stores; Series III, 
of which No. 10 is before us, is devoted to the Retail Meat Trade. 
The researches have now extended over four years. 

The field of investigation is a new one. Very little is known 
about the mechanism or finance of retail dealing, and economists 
and statisticians who have wished for definite knowledge about 
them have been deterred by the very great difficulty of getting 
any trustworthy information. Whether American dealers are 
more willing to disclose their accounts than are English, or 
whether the Bureau of Business Research has greater initiative 
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or larger funds than investigators here, we do not know; but 
in fact a mass of the most confidential information has been 
obtained both from the Clothiers and the Meat Dealers. The 
latter in many cases had initially no adequate system of account- 
keeping, and an early step taken by the Bureau was to instruct 
them how to ascertain and present to themselves the pecuniary 
facts of their own business.. 

The presentation in these series is ultra-statistical, and the 
literary matter consists to a great extent of head-lines, italics 
and numerical statements. A fair sample is: 


“WHAT IS THE Rent BILL AS A PER CENT. OF 
SALES IN Retain Meat Suops ? 


Typical Amounts for All Stores. 


If this question is answered for the shops studied without 
considering differences between cities, size of store and results 
of operation, the average figure is 2-22 per cent. The most 
common amounts ranged from 1-50 to 2-25, and the middle 
50 per cent. between the highest and lowest fell between 1-30 
and 3-36 per cent. of sales.” The problem in statistical method 
underlying this sentence is the familiar one of expressing a 
frequency group by means of a few selected and defined terms. 
The 1-30 and 3-36 are the quartiles; the “1-50 to 2-25” is 
related to the mode, and appears to correspond to a “ modal- 
region ’’ used, but not very clearly defined in Series II, No. 9. 
Either a short table or frankly technical terms would show the 
distribution more clearly. The statistical tables given in the 
Appendix are perhaps too complicated in expression or too full 
of rather technical detail for the ordinary reader. 

Alike to a theoretical economist or to a statistical observer, 
who has the patience to master them, these reports are of first 
importance and of great interest. They are to be recommended 
especially to every writer and teacher who uses the phrase 
*‘ representative firm’; and if the man in the street, who com- 
plains of the expense of distribution and of retailers’ high profits, 
could be induced to study the table of Chicago meat-dealers’ 
profits and losses, the Royal Commission on Food Prices would 
have no function. For example, if we take two-man stores (which 
are the common type), in 93 cases out of 456 expenses exceeded 
receipts, in 58 the two were practically equal, while in 305 receipts 
exceeded expenses. All together the net trading profit was only 
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2-8 per cent. of sales. In expenses is included about $50 weekly 
for the proprietor’s wage if he is actually working. 

Though the necessity or custom of setting up a butcher’s 
shop within a short distance of customers involves the existence 
of many with too small a turnover to be economical, and conse- 
quently the small shops are often unremunerative, this circum- 
stance does not explain the generally low range of profits, which 
is attributed to inefficiency and ignorance on the part of the 
proprietors. Part of the work of the Bureau is educative; by 
analysing the conditions which make for failure or for success 
and publishing these pamphlets, it is hoped to train retailers to 


understand their own business. 
A. L. BowLry 











NOTES AND MEMORANDA 


THE SALE oF CoRN IN THE NINETEENTH CENTURY 


PROFESSOR Fay’s researches into the methods of selling corn 
in the nineteenth century (Economic JournaL, XXXIV, pp. 
211-218) are so admirably suggestive that one cannot refrain 
from elaborating his story, even though it may entail the addition 
of mere corroborative detail to a narrative which is sufficiently 
convincing. 

In the middle of the eighteenth century, while other English 
markets were selling by measure, Liverpool was selling by weight ; 
and though this step had probably been taken in order to adjust 
the unit to the Irish barrel of 280 pounds, it is doubtful whether 
the adjustment would have become permanent had it not been 
for the presence of certain favouring causes: as a corn market 
Liverpool did little business in English grain, and was unfettered 
by tradition; and when the need came for purchasing corn from 
sources outside Ireland, the process of buying by measure and 
selling by weight could be made, with careful management, a 
profitable business. Wheat was bought in quarters from the 
south of England, in Winchester bushels from North America, in 
lasts from the Baltic, and all was sold by the bushel of 70 pounds 
at Liverpool. ‘‘ If you can furnish me with some good white 
or mixt wheat not exceeding F 420 to 430 per last,” writes a 
Liverpool merchant to one of his Baltic correspondents in 1768, 
“you may send me twenty to twenty-five last in bags. The 
heaviest is most suitable for this market, all wheat being sold here 
by weight.” } 

Sale by weight spread through Cheshire, Staffordshire and 
Shropshire; but uniformity of system did not bring uniformity 
of measure. The most obvious case of difference occurred at 
Chester, where, in spite of its proximity to Liverpool, business 
was done on the basis of a bushel of 75 pounds, and, save for a 
brief interval which will be noticed, was so carried on until 
recently. 

The introduction of the ‘ cental,” in 1859, was a bold stroke 


1 Letter from William Rathbone to Trevor Corry, of Dantzic, March 29, 1768. 
Private MS. 
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aimed at removing existing anomalies by instituting a new unit 
rather than by favouring one of those in use at the expense of the 
others. The story of the cental is, in fact, the complete history of 
the ineffectual attempts during the century to achieve uniformity, 
seen through a reducing glass; the arena is local instead of 
national, and the attacks are launched through the resolutions 
of traders instead of the recommendations of Parliamentary 
committees. A broker’s circular of 1858 expressed the pious 
hope “ that the resolution passed at our Corn Market to sell 
every species of Grain, Flour and Wheat by the 100 lb. weight 
from the lst February next will be generally adopted by the 
country, and thus do away with the confusion arising out of the 
present multiplicity of weights and measures.”1 The attack 
was well planned, and was made with all the forces available : 
efforts were made to cultivate opinion in other markets, both at 
home and abroad; even “corn tables” or “‘ ready reckoners ” 
were prepared and published in advance. The English markets, 
however, were against the change. In the polite language of a 
memorial issued by the Liverpool traders, it was heard “‘ with 
regret that at Glasgow and elsewhere the ‘cental’ had not been 
received with that unanimity which had been generally antici- 
pated.” 2 On the other hand, they were able to congratulate 
themselves on hearing from New York and Montreal, “ by 
letters and circulars received per mail steamer... that the 
cental had already been adopted in those cities;’’? while at 
Liverpool itself, although the town bakers were in open opposition, 
nine-tenths of the merchants and brokers were reported to 
support the change. 

On the surface everything went happily for five months, and 
all quotations for grain and flour were duly made by the cental. 
Then flour and oatmeal were again quoted by the sack of 280 
pounds and of 240 pounds respectively, in which actual business 
had been transacted all the time. Little wonder that the bakers 
objected when they bought sacks of flour of the same weight as 
formerly, yet were supposed to bargain in terms of a unit that was 
precisely five-fourteenths of a sack!4 Three months later, 
Indian corn and rye went back to the quarter of 480 pounds, 


1 Messrs. Stolterfoht, Sons & Co.’s Weekly Circular, December 10, 1858. 

2 Gore’s Liverpool General Advertiser, February 17, 1859. 

3 Liverpool Mercury, February 16, 1859. 

4 It would be interesting to speculate as to what part was played by the 
requirements of the retail trade in the retention of the sack of 280 pounds. It is 
rarely, if ever, the case that a miller packs a bag of flour which is not a multiple 
of the 7 pounds favoured by the private consumer. 





| 


[ 


1 
7 
% 


yp IM 








I 
i 
4 
% 


fy Lad 





1925] SALE OF CORN IN THE NINETEENTH CENTURY 143 


beans to the Imperial quarter, and peas to the quarter of 504 
pounds. Another month, and barley and malt were once more 
quoted in Imperial quarters, foreign barley by the bushel of 
60 pounds, and oats by the bushel of 45 pounds, so that at the end 
of the year only wheat remained measured by centals. 

The defeat of the cental, on all fronts except one, may appear 
extraordinary, but it permits of explanation. Barley and malt 
do not lend themselves to sale by weight, but foreign barley is 
used chiefly for grinding, and its cheapness makes sale by weight 
possible. Wheat was bought in large bulk, so that the change 
from a bushel of 75 pounds to a cental of 100 pounds represented a 
slight gain in simplicity. Other grains were bought in smaller 
bulk; it was convenient to buy them by the sack, and antipathy 
to change secured the retention of sacks of the usual capacity. 

The situation remained unaltered for twenty years, until the 
next effort in 1879. This time two other markets, Chester and 
Manchester, were induced to follow Liverpool’s example. But 
Chester was a market mainly dependent on English supplies, and 
it is occasion for little surprise that a month sufficed to bring 
about the failure of the innovation. It lingered on for a year, it 
is true, for business in Egyptian beans and Indian corn, chiefly 
because the supplies of these were drawn from Liverpool. The 
Manchester market was less independent, and there the course of 
events ran parallel with that at Liverpool. The unit of 100 
pounds again applied to all grain and flour, with the sole exception 
of malt, which, it was now recognised, must be sold by measure. 
Again the first defection occurred with flour, though only at the 
end of four years; but oats and barley followed, until dealings 
in the cental were confined to wheat, maize and peas. 

Nowadays, though there are probably few who would fight 
for the maintenance of the cental in preference to any other 
standard of weight, the market does seem to be awake to the 
futility of conflicting measures, and to the waste of time entailed 
by the use of tables—as is sometimes necessary—in the simple 
matter of comparing prices. A movement towards reform is 
overdue. Maize is quoted in centals; wheat options are quoted 
in centals; but spot wheat is commonly quoted in quarters—a 
quarter of 480 pounds for foreign wheat, of 504 pounds for English. 
Some descriptions of oats are sold by a unit of 320 pounds, others 
by one of 336 pounds; similarly, barley is sold by one of 400 
pounds and another of 448 pounds; while offal, which used to be 
sold by the ton, is now, as the result of an effective war-time 
change, sold by the hundredweight of 112 pounds. Taken 
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separately there is justification foreach. Viewed in the aggregate 
it is a curious and illogical assortment. 

One follows Professor Fay in raising the same concluding 
questions. ‘‘ How,” he asks, “ was a big market like Liverpool 
able to sell by weight before the days of grading?” He is of 
opinion that since the grain was weighed in sacks containing so 
many bushels, Liverpool was, in reality, using a ‘‘ weighed 
measure.’ This may have been true, but it can hardly be the 
whole answer to the question. A check of so crude a character 
would be insufficient to facilitate any large volume of dealings. 
Before the coming of grading in a highly organised market 
dealings are only made possible by the use of samples, whether on 
a basis of sale by weight or by measure. The weight of a sack of 
given capacity would indicate the natural weight of the grain, but 
only the sample would tell its colour and dryness. The weight 
of the sack would roughly determine the quality, but in the hand 
of the expert the sample would give, with sufficient accuracy; both 
quality and condition. It was stated in 1821 1 that samples were 
submitted of all the corn sold at Liverpool, foreign as well as 
English. Evidence was given to the same effect before the Com- 
mittee of 1834; the eye, the nose and the hand were necessary, it was 
said, in judying the value of grain, and the dealers could determine 
its speci.ic gravity ‘‘ by merely taking up and poising a small 
quantity of it in their hands.” 2 Where, then, there was an 
agreement that the bulk should agree with the sample nothing 
more would be necessary to the smooth operation of business, 
unless it were arbitration. Indeed the reference of disputes to 
disinterested third parties, which obtained in 1834,3 shows that 
even this was close at hand. It must be remembered that there 
was a wide classification of grain, more especially of wheat, even 
before grading proper was introduced. There were prime, 
medium and inferior reds and whites ; there were English, French, 
Russian and American wheats ; the latter subsequently comprising 
specialities such as Chicago, Milwaukee, New Orleans and Phila- 
delphia, each with its own range of qualities, which were reported 
when the bulks were sampled on arrival. And, judging from 
statements in Prices Current and Circulars of the period, the 
millers made their selection with care and deliberation. 

‘“* But how did Ireland or any other place get on with sale by 


1 Committee (H. of C.) on Petitions complaining of depressed state of 
Agriculture, 1821. Evidence of Mr. David Hodgson, p. 283, 

2? Committee (H. of C.) on Sale of Corn, 1834. Evidence of Col. Pasley, R.E., 
Q. 3239. 

3 Ibid., Evidence of Mr. J. Sandars, Qs. 1503-1504, 
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weight only?” It is true to say that Ireland was mainly a 
producer of oats, in which variation matters little; or it may be 
said that Irish wheat was of relatively poor quality, and that the 
price range would be a narrow one. But these partial answers 
can be supplemented by some consideration of the peculiarities of 
Irish marketing. In Dublin and Belfast there was a certain 
amount of sale by sample, but the Irish farmer generally took the 
bulk to market and there negotiated its sale with the factor. 
Add to this the fact that in some districts the grain was rarely 
either weighed or measured by the farmer before it was taken to 
market,” and it is clear that under these conditions the sale of any 
grain by weight alone would present no special difficulties beyond 
the protracted higgling between buyer and seller. In the conduct 
of the export trade it was usual for the Irish merchant to submit 
samples and to contract that the bulk should correspond with the 


sample.® 
STANLEY DUMBELL 


THE COMMONWEALTH BANK OF AUSTRALIA 


EXCHANGE difficulties and a local financial stringency have 
concentrated attention upon the banking system of the Common- 
wealth during the past year. As a result some~ important 
modifications of the constitution of the Commonwealth Bank 
have been carried through the Federal Parliament and the Bank 
has entered upon a new phase of its development. It was 
originally established by act of Parliament in 1911 for the purpose 
of carrying on the ordinary functions of banking as a State 
institution. The year before the Commonwealth Note Issue had 
been established and placed under the control of the Treasury. 
Up till the present the note issue has been independent of the 
Bank, though the exclusive control of the Treasury was modified 
in 1920 when a Note Issue Board was set up and the additional 
and important provision enacted that notes could be issued 
against trade bills with a currency of not more than 120 days. 
Little advantage was taken of this provision largely, according 
to the Commonwealth Treasurer, because the Notes Board was 
not associated with the Bank.* Other difficulties arising from 

1 Committee (H. of C.) on Sale of Corn, 1834. Evidence of Mr. William 
Christian, Qs. 2252-2255; and of Mr. David Roche, M.P., Q. 2443. 

2 Ibid., Qs. 1485-1497. 3 Ibid., Q. 2453. 

4 Parliamentary Debates, 1924, No. 11, p. 1269. Much useful information 
upon banking in the Commonwealth is given in this speech made by the Treasurer 
when introducing the Bank Bill. Sce also the article by the present writer in 
the Economic JournaL, December, 1920, pp. 492-4. 
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the same cause appeared as the exchange situation developed 
during 1923 and 1924 and gave rise to a demand for a change in 
banking and currency policy. 

Though deprived of the issue of notes, the Bank rapidly 
established a large business throughout the country and in the 
course of twelve years accumulated profits to the amount of 
£4,500,000. This success is due mainly to war finance operations, 
the Government business of the Commonwealth and the six 
States, and the Savings Bank business. The Bank has not been 
a serious competitor of the private banks. ‘“ Indeed, it is under- 
stood that the policy of the management up to the present has 
been not to enter into active rivalry with the trading banks. .. . 
It is fortunate the policy has been such as has been described 
because by reason of that policy the conversion of the Common- 
wealth Bank into a Central Bank has been rendered easier.” } 
Hitherto the Bank has not acted as a central bank though its 
position was much strengthened during the war when it so 
greatly assisted the Government in floating war loans and 
financing the many special war-time commodity control measures. 

In the past two years the absence of a central banking 
authority has been a source of weakness to the financial situation, 
and the policy of the Notes Board was such as to concentrate 
attention upon this weakness. The note issue reached a maximum 
of nearly £60,000,000 after the war and the Board sought to carry 
out a policy of deflation. Private banks, however, found it 
necessary to increase their credits, and the proportion of cash to 
liabilities reached the low figure of 18:5°% in 1923. At the 
same time the favourable export season and the heavy borrowing 
abroad produced a favourable balance of payments and caused 
sterling to depreciate by comparison with the Australian unit. 
Banks found great difficulty in financing exports claiming that 
their London funds were plentiful while cash supplies at home 
were scarce. It was to meet this situation that the Government 
proposed drastic changes in the functions and management of 
the Commonwealth Bank. 

Five important amendments were embodied in the bill intro- 
duced into Parliament in June last. These may be summarised 
as follows :— 

(i) The appointment of a Board of Directors representing 
special commercial and industrial interests to control the Bank. 
(Hitherto control had been exercised by a Governor appointed 
by the Government, but acting on his own authority. The 

1 Parliamentary Debates, 1924, No. 11, p. 1277. 
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late Sir Dennison Miller was the only Governor to act under 
this arrangement.) 

(ii) The abolition of the Notes Board and the control of the 
note issue by the Bank. 

(iii) The strengthening of the Bank by the provision of 
further capital. 

(iv) The granting of power to the Bank Board to fix and 
publish discount rates. 

(v) The provision that the private banks should settle their 
exchanges through the Commonwealth Bank. 


Other proposals such as that for the creation of local boards 
of advice, or the provision for two “ currency experts ” upon the 
Board whose endorsement was necessary for any change in 
currency policy, were abandoned in the face of keen opposition 
in Parliament. All the above measures, however, were carried 
through and they constitute a new charter for the banking system 
of Australia. By compelling private banks to use cheques upon 
the Commonwealth Bank for settling their clearing house 
operations, it is hoped to strengthen the position of the Bank. 
Capital to the amount of £10,000,000 is to be provided through 
the issue of debentures for £6,000,000 and the appropriation of 
£4,000,000 from accumulated profits. The policy of the Bank 
is handed over exclusively to the new Board which also has 
complete authority over the note issue. No conditions as to 
policy are prescribed in the Act; though the Treasurer indicated 
that the Bank might develop important re-discount operations. 
He anticipated that the private banks should be able to procure 
sufficient cash from the central bank during the export season 
to enable them to accept their customers’ bills. ‘‘ One of the 
most important functions of a central bank,” he claimed, “‘ is that 
of re-discounting, by means of which, under all ordinary circum- 
stances, every other bank is able to convert its bills of exchange 
into legal tender money.” Approval was given of the proposals 
of the Imperial Conference of 1923 for an exchange standard in 
the Dominions, but no special provision was made in this 
direction. 

The Bank Board has now been appointed and its first 
declaration of policy is a reversal of the deflationist attitude of 
the Notes Board. As a result of a conference between the private 
banks and the Board an announcement has been made that 
additional currency will be provided to finance the exports of 
the summer and autumn. The terms of the arrangement are 
as follows :— 
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(i) The wool and wheat exchange to be partially pooled 
upon a basis to be agreed upon after allowing for the varying 
incidence of the several banks’ businesses, the Commonwealth 
Bank taking its share. 

(ii) The Commonwealth Bank to make available the 
required additional currency. 

(iii) The Commonwealth Bank to act as a central institution 
to submit proposals for the allocation of the pool. 


This arrangement is to be regarded as a victory for the private 
banks, which desire not merely that more notes should be 
available, but also that the Commonwealth Bank should under- 
take its share in financing exports. The essence of the scheme is 
that private banks shall not find themselves short of cash through 
discounting bills, and it is an easy matter for a central bank 
controlling the note issue to provide the necessary currency when 
the exchanges are favourable. This may be regarded as a first 
step towards the creation of an exchange standard such as 
operated before the war when gold supplies varied according to 
exchange needs. Whether the Bank Board will proceed further 
by providing liquid funds in London against an adverse exchange 
is not yet clear. Such a situation will be met by special measures 
for the occasion, but should the Board contemplate any such 
arrangement it will complete the re-discounting functions of the 
Bank as a central institution. With the necessary funds abroad 
and the control of the currency at home the Bank could arrange 
to buy and sell exchange at fixed rates, and thus remove the 
disabilities under which industry and commerce have suffered 
through the inelasticity of the note issue and the exchange 
fluctuations of recent years. It is, however, too early to predict 
such a policy for the new Board which is proceeding cautiously 


in a difficult situation. 
D. B. CopLanp 


The University of Melbourne, 
December, 1924. 


Notes FROM INDIA 
(From our Indian Correspondent.) 

In the Indian Universities, amongst the subjects for the Arts 
degrees, Economics continues to grow in popularity. There are 
now twelve universities in India; and in nearly all of them 
Economics ranks next after English, which is in most universities 
compulsory, and History, in the number of students it attracts. 


1 Insurance and Banking Record, October 1924, p. 824. 
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There are about 140 teachers of economics and sociology in the 
various universities and the numerous colleges affiliated to some 
of them, of whom about seven-eighths are Indians, and the 
remainder Englishmen or American missionary professors. Great 
progress has been made in the last ten years in the provision of 
good libraries in the Indian universities; and many of them are 
now comparable with the libraries of the younger provincial 
universities in England. The immense mass of Indian Govern- 
ment publications of economic interest, to which must be added 
a selection of British Blue Books, is, however, a severe tax upon 
space. There has been a strong movement in recent years in 
favour of the realistic study of Indian economic conditions by 
undergraduate, as well as by graduate, students; and classes are 
taken to visit cotton mills, flour mills, large printing estab- 
lishments, paper mills, sugar refineries, glass factories, or what- 
ever kind of works may be available in the neighbourhood, 
employers being, almost without exception, extremely generous 
in affording opportunities for study, sometimes producing their 
wages and cost account books. Excursions are also made to 
villages to study agriculture and to see handicraft industries, 
lively or dying. 





The Indian Economic Association held its eighth Annual 
Conference at Benares from the 4th to the 7th of January, 1925, 
at the invitation of the Hindu University. Certain subjects 
were selected for discussion, on which papers were specially 
invited, namely : (1) The Indian Tax System, Central, Provincial 
and Local; (2) The Taxable Capacity in India; (3) Central 
and Provincial Financial Relations; (4) Industrial Finance in 
India; (5) The Creation of an Indian Mercantile Marine. The 
predominance of Indian public finance is probably due to the 
widespread interest which this subject is now creating. The 
formation of an Indian Mercantile Marine is also a subject of 
lively discussion. India, in fact, is already launched upon a 
mercantile policy of the development of its resources and 
industries. Protection is an accomplished fact : perhaps public 
opinion will soon demand navigation laws, excluding ships not 
owned and registered in India from the coastal trade. Another 
noteworthy movement is the attention which Indians are begin- 
ning to give to the improvement of agriculture. The old school 
of thought which looked to the cessation of the “‘ drain,’ and 
the reduction of the “ burden ”’ of land revenue for the economic 
salvation of India, is rapidly losing ground, partly through the 
influence of trained economists. 
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The Indian Journal of Economics, for some years published 
at Allahabad under the editorship of Professor H. Stanley Jevons, 
has recently been transferred to the control of the Indian Economic 
Association under an arrangement between the Economics 
Department of the Allahabad University and the Association, 
which provides for its continued publication at Allahabad, under 
a Board of Editors appointed by the Association. Since Pro- 
fessor Jevons left Allahabad in the summer of 1923, on his 
appointment to the new chair of Economics in the University of 
Rangoon, the Journal has been edited by Mr. C. A. Warburton, 
an American missionary economist from Cornell University, 
who was also Lecturer on Economics in the University of 
Allahabad. Mr. Warburton, who contributed a series of thought- 
ful articles on Distribution to the Indian Journal of Economics, 
has just resigned and returned to the United States for family 
reasons. His energy, and his intimate knowledge of financial 
statistics, American, European and Indian, will be much missed 
in India. 





Economic questions are coming more and more to occupy 
the attention of the legislatures and of the Governments, Imperial 
and Provincial. During the session of the Legislative Assembly 
last .September several Indian members demanded that the 
Government of India should undertake a comprehensive economic 
survey throughout the country. Admittedly this would be a 
gigantic undertaking; and it is not surprising, considering how 
conditions vary in different parts of India, that the Government 
fought shy of assuming responsibility for such an inquiry, which 
would need a large staff of paid investigators whose accuracy 
and impartiality it would be hard to guarantee. Mr. Calvert, 
whose book on Rural Wealth and Welfare in the Punjab is a 
noteworthy study of economic conditions, pointed out that 
some of the provincial Governments have already undertaken 
such inquiries, even if in limited scope. The Bombay Govern- 
ment has its Labour Office, doing splendid economic work under 
the direction of Mr. J. Findlay Shirras; and the Punjab Govern- 
ment several years ago appointed a Board of Economic Inquiry, 
of which economists in the Punjab were members, and which 
devoted its attention to measuring the rise of the cost of living 
and to detailed studies of the economic life of certain villages. 
The Government of India thought it best to leave the organising 
of economic inquiries to the provincial Governments; but the 
other provinces do not seem particularly anxious to respond. 
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The United Provinces, it is true, has just concluded an industrial 
survey which provides a complete view of the cottage industries, 
and particulars of sources of raw materials; and Burma is 
about to organise an inquiry into conditions of labour, and 
perhaps will establish a permanent Labour Office. These, 
however, are not inquiries into the general welfare of the people, 
such as the Indian members of the Legislative Assembly desire. 





One reason that the Government of India gave for refusing 
a general inquiry was that they had just appointed a Taxation 
Inquiry Committee, which would not only review the whole 
of the Indian tax system with a view to redressing such in- 
equalities of incidence as might be disclosed, but must necessarily 
for that purpose investigate the economic conditions of various 
classes of the people. This Committee was not appointed by 
the Assembly; and Indian political opinion disapproves of its 
constitution as appointed by Government. Sir Percy Thompson, 
Deputy Chairman of the Board of Inland Revenue, has come to 
India at the invitation of the Government as an expert member 
of the Committee. As Government will not appoint the members 
desired by the politicians, a certain amount of non-co-operation 
with the Committee is expected. However, the Committee has 
set to work collecting available statistics and other material, 
and has announced its intention of circulating a questionnaire 
based upon a preliminary review of available information. It 
is said that the members of the Taxation Inquiry Committee 
propose to attend the conference of the Indian Economic 
Association at Benares. 





It was announced in the September session of the Legislative 
Assembly that the Government of India had appointed a Com- 
mittee to consider the question of the flow of capital into India 
from external sources. This ‘‘ External Capital Committee,” 
as it is called, is now at work and has circulated a questionnaire. 
The questions are somewhat vague and much too sweeping in 
their scope. They indicate clearly enough, however, what was 
indeed evident from the speeches of members of the Legislative 
Assembly, that the main object of the Committee is not to 
discover ways of inducing foreign capital to flow into India, but 
rather to seek means whereby some discrimination in favour of 
Indian capital may be made. There is not unnatural jealousy 
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of the fact that nearly all profitable industrial undertakings, 
other than cotton mills, are under the control of European 
capitalists. The European managing agency firms obtain con- 
cessions for minerals, and the Indian public has no chance of 
subscribing for shares until the firm which develops the con- 
cession has taken a considerable profit. Some Indian publicists 
favour legislation requiring that concessions be not given to 
any companies which have not got a majority of the shares 
subscribed by Indians. It remains to be seen whether the 
Committee can be induced to take this shortsighted view. 





Meanwhile the flow of capital to India for the development 
of her commerce and industries is unquestionably hindered by 
the instability of exchange, and the absence of any declaration 
of policy on the part of the Government. Lately exchange has 
had a firm tendency, and has been fluctuating at about 1s. 6d. 
This corresponds with a gold value of the rupee of slightly over 
ls. 5d. The question whether exchange will rise further, or will 
weaken, depends almost entirely upon the policy of Government 
in expanding or contracting the paper currency circulation. 
The plan now adopted is perfectly sound and is capable of 
maintaining exchange in the neighbourhood of any reasonable 
figure which Government may decide on. Within the last few 
months the Secretary of State has sold Council bills on behalf 
of the currency reserve, the proceeds being invested in sterling 
securities, and a corresponding issue being made of Indian 
currency notes. The total of sterling securities now stands at 
160 millions of rupees, and it may be increased; but the prob- 
ability seems to be that the requirements of the export season, 
mainly cotton and rice in January to March, followed by wheat 
and linseed, will be met by the issue to the Imperial Bank of 
India of notes to the maximum of 120 millions of rupees against 
bills of exchange. 


The exchange problem is rapidly becoming a political ques- 
tion. Two private member Bills have been tabled for the 
forthcoming session of the Legislative Assembly, one proposing 
simply to fix the valuation of the sovereign at Rs. 15, instead of 
its present legal value of Rs. 10, which is inoperative. This would 
bring exchange down to about ls. 5d. at once; and it would 
then fluctuate in accordance with the sterling-dollar exchange. 
The other proposal goes further, and seeks to put the currency 
definitely on the basis of the gold standard. Gold coins would 
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be the only full legal tender and silver coins would be of limited 
legal tender. The paper currency would then represent gold, 
and not merely silver rupees, which are in effect now token coins. 
This would be a sound system of currency, excepting that the 
rupee could not be made limited legal tender within any period 
worth contemplating. A further provision of the Bill restricting 
the securities portion of the Paper Currency Reserve to Indian 
securities is thoroughly unsound. The purchase of sterling 
securities for the Reserve in times of highly favourable balance 
of trade is an essential means of regulating exchange, and provid- 
ing currency in India. Both of the Bills are sure to be opposed 
by Government. Their interest lies in the fact that private 
members are beginning to take the initiative as regards currency 
reform. Both hail from Bombay, which, with its trade dominated 
by the export of cotton, and its cotton mills fearing the competition 
of Manchester goods, wishes to see exchange lowered to ls. 4d. 
Calcutta, on the other hand, is dominated by the import trade and 
remittance of profits, and wants exchange to rise to ls. 8d. at 
least. Indian public opinion will probably side with Bombay; so 
that a reversion to the pre-war standard seems likely to be the 
outcome of the controversy now beginning. H. 8. JEvons 


Seconp ANNUAL CONFERENCE OF TEACHERS OF ECONOMICS 


THE second annual Conference of Teachers of Economics 
assembled at Trinity College, Cambridge, on Friday, January 2nd, 
and continued its deliberations over the Saturday and Sunday. 
Between fifty and sixty teachers, drawn from a score or so of 
teaching institutions, participated, and excellent arrangements 
were made by the College authorities to accommodate the majority 
of these in Trinity. It was generally felt that, both in its (com- 
paratively) formal, and its purely informal, aspects, the Con- 
ference represented a distinct advance upon that which met at 
Oxford last year. 

The proceedings opened with a paper by Mr. H. L. Beales on 
the teaching of Economics to extra-mural classes. Mr. Beales, in 
common with most of those who spoke after him, devoted himself 
primarily to the problems of the Tutorial class. A full discussion 
followed his paper. Professors Clay, Gray and Daniels, Dr. 
Heaton, Messrs. Macdonald, Morgan Rees, Patterson and King 
were among those who took part. 

At the second session, on Saturday, Mr. Phillips opened a dis- 
cussion on Family Endowment. His aim was to suggest the 
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conditions of a practicable scheme and to invite examination of 
its economic implications. An extra session on Saturday night 
was devoted to the discussion. To this, Professor Bowley, Mrs. 
Stocks, Sir William Beveridge, Professor Unwin, Mr. Shove, and 
Professor Clay made notable contributions. 

At the afternoon session on Saturday, Mr. J. F. Rees read a 
paper on “ Research, with reference to Higher Degrees.” His 
inquiry, as to why so little research into purely economic problems 
is undertaken in our Universities, is one that appears to demand 
an answer. Subsequent speakers devoted themselves mainly to 
criticism of the Ph.D. degree, which, among economists at least, 
would seem to have very few friends. 

Sunday’s proceedings were quite informal in character. Sir 
William Beveridge (in collaboration with Professor Unwin) pre- 
sented, at very short notice, ‘‘ Some Contributions to the History 
of Prices.” Sir William Beveridge has drawn some important 
conclusions from his studies of the material upon which he and 
his collaborators are at work, and those who were present at 
Trinity will be looking forward eagerly to their publication. 
Finally, on the Sunday night, some purely impromptu discussions 
were arranged, which, in view of the methods adopted to secure 
subjects and speakers, proved more illuminating than might have 
been expected. 

The business meeting of the Conference, over which Sir William 
Beveridge presided, was of some significance, for it had before it 
the draft constitution of an Association of Teachers of Economics, 
and this constitution, with some slight amendments, was given 
formal approval. The new Association, therefore, is now in 
existence, and will receive, it is hoped, the goodwill and encourage- 
ment of readers of the JournAL. Its constitution, as approved 
at Trinity, is as follows : 


1. The Arm of the Association is to afford to the members 
opportunities of meeting one another, with a view par- 
ticularly to the discussion of methods of teaching and of 
other topics of common interest in economics and kindred 
subjects. 


2. Membership of the Association shall be open— 


(a) To teachers of Economics, Economic History, 
Sociology, Commerce and such kindred subjects 
as the Association may from time to time approve, 
in British and Irish Universities and University 
Colleges. 
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(b) Subject to the approval of the Committee in each 
case, to persons who have been engaged as such 
teachers, or who are or have been employed in 
the extra-mural teaching of Economics and 
kindred subjects, or on the staff of any institution 
teaching such subjects, and whose co-operation 
in the work of the Association is likely in the 
opinion of the Committee to be advantageous 
to the Association. 


3. The Association shall at its annual meeting elect a Com- 
mittee of seven of its members, one of whom shall be 
appointed by the Association as its Hon. Secretary and 
Treasurer. 

4. The Committee shall appoint its own Chairman and shall 
determine its own procedure. 

5. The Committee shall be responsible for the organisation 
of an Annual Conference, at which the annual meeting 
of the Association shall be held, and may call other 
meetings. The time and place of the annual Conference 
shall be determined at the previous annual meeting, 
which may, however, remit the final decision to the 
Committee. 

6. There shall be an annual subscription of 5s., or such other 
sum as the Association may from time to time determine, 
which shall entitle the subscriber to attend the Annual 
Conference without further payment (except for board 
and accommodation) and to receive copies of synopses of 
papers, ete., circulated in connection therewith. 


The following were elected to the Committee of the Association, 
and all have consented to serve :—Sir William Beveridge, Professor 
Clay, Miss Grier, Mr. J. F. Rees, Mr. D. H. Robertson, Mrs. 
Stocks, and Mr. Hubert Phillips (Hon. Secretary and Treasurer). 
Mr. Phillips will communicate in due course with all those who 
are known to be eligible for membership of the Association. 
His address is 22, Grosvenor Mansions, 82 Victoria Street, S.W.1. 

The Association will hold its first annual Conference at Bir- 
mingham, January 8th—11th, 1926. 


H... ¥. 
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OBITUARY 


GEORGE UNWIN 


THE death of Professor Unwin at the early age of fifty-five 
removes the most original, and probably the most learned, of the 
economic historians whom England has produced. His experi- 
ence—business in his youth, study at Cardiff, at Oxford (where 
he was a scholar of Lincoln), and at Berlin under Schmoller, 
several years’ research among London records, a private Secretary- 
ship to Lord Courtney at a time when political temperatures 
were raised by the South African war, and then teaching posts, 
in Edinburgh and Manchester—was unusually varied. The 
combination of scholarship and vivid contemporary interests 
was an ideal preparation for an economic historian. 

Those who knew Unwin only through his books were probably 
most impressed by the scholarship. His first work, Industrial 
Organisation in the Sixteenth and Seventeenth Centuries, broke 
away from the insular tradition which till recently has been the 
misfortune of English economic history, and set the development 
of industrial organisation in England in the period between the 
Middle Ages and the eighteenth century against the background 
of continental movements. It is somewhat difficult, for it 
assumes a much wider knowledge than the ordinary student 
possesses, and compresses a mass of new material into 250 pages. 
His second book, Gilds and Companies of London, was a study of 
the same theme, but gives more space to discussion and generalisa- 
tion and is probably better suited to the general reader. Both 
were the result of years of labour in the archives of the Guildhall, 
the British Museum, and the Record Office. 

Unwin’s range of knowledge was very great. His method 
was to combine a minute chronological study of any period in 
which he was interested, with broatl surveys of the larger problems, 
to illustrate which he drew on his acquaintance with foreign 
economic history, and in certain centuries he seemed to know 
everything which had happened in every month of every year. 
But his learning was the least important part of his gifts as a 
historian and asaman. He was primarily a political philosopher. 
Intensely interested in general ideas, he had an almost uncanny 
gift for stripping popular conceptions of their decorous drapery of 
resounding principles, to reveal a satanical imp grinning horribly 
beneath the ermine and gold. His conviction was that the 
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creative force in human society was to be found in the spontancous 
growth of voluntary associations, and that what gave history its 
meaning was not the activities of the State, but the broadening 
and multiplication of human relations, economic, social and 
cultural, which States had more often impeded than assisted. 
Holding that history is not past politics, but that politics are the 
squalid scaffolding of more serious matters, he waged against 
certain conventional interpretations of economic development the 
unceasing war of a humane realist. 

Unwin’s extraordinary success in stimulating others to histori- 
cal work left him too little time for writing himself, and the only 
large volumes which he produced after taking up his chair at 
Manchester were Finance and Trade under Edward III, and 
Samuel Oldknow and the Arkwrights. In the former, in addition 
to giving the best account of the economic life of medizval 
London yet written, he administered the coup de grdce to the view 
which saw in Edward III a precocious Cobden: in the latter he 
brought one stone to the revised interpretation of the Industrial 
Revolution which he hoped, with his colleague Professor Daniels 
and others, to undertake. He had accumulated a great mass 
of material on several different subjects, and in January he was 
full of plans for new books. It is some small consolation to his 
friends to have his own statement of his conception of economic 
history in the brilliant essay on ‘Some Economic Factors in 
General History,” which appeared in a volume called The New 
Past less than a month before his death. But it is a fragment 
compared with the work which, if only he had been allowed 


greater leisure, he might have done. 
R. H. T. 


Samuel Oldknow and the Arkwrights. By Grorce Unwin, M.A., 
M.Com., with chapters by ArtHurR HuLMe and GEORGE 
Taytor. (Manchester University Press. 1924. Pp. xvi + 
260. 12s. 6d.) 


A REVIEWER'S delay makes this a notice of what we now 
know to have been George Unwin’s last work: within a year of 
its publication he died, to the infinite loss of English Economic 
History. The book is a fitting memorial. It was produced in 
collaboration, and he was a great team-worker and inspirer of 
team-work. The scene is laid in his native country. Materials 
were supplied by a unique chance which he deserved, if ever 
scholar did—in a ruined mill, turned stable, were found in 1921 
the mouldered papers of one of the leading cotton firms of the late 
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eighteenth century. Arkwright’s lineal descendant furnished 
correspondence to fill the gaps in Oldknow’s MSS., and the result 
is an ideal monograph on the transition from the old industrial 
system, which Unwin had studied so patiently, to the new system 
among whose products he was born, in whose chief seat he taught 
and directed research during the last fourteen years of his life. 

Like Owen and Dale, Oldknow came from a draper’s shop, 
to become one of the first and for a time the most famous manu- 
facturer of British muslins—on the old outwork system. The 
papers reveal the whole economy of “ giving out ”—not only 
yarn, but reeds and gear for the fine fabrics were given out— 
and the growth of relations between the master muslin manufac- 
turer and the new machine spinners. From 1784 the Arkwrights 
were financing Oldknow: they had for some time supplied him 
with twist. The existence of water-driven silk-throwing plant 
at Stockport (the chapter on the industrial revolution at Stock- 
port is one of the best in the book) had early produced a Stock- 
port cotton-factory system, and Oldknow is found driving warping- 
mills and other forms of machinery by power whilst his weaving 
was still, as indeed it always remained, handwork, and both his 
twist and his weft were being bought from spinners, large or 
small, running throstles or hand-jennies. Not till 1789 did he 
become a master spinner—at Stockport. 

Before that he had begun to buy land at Mellor and Marple, 
where he was planning a great, and model, series of industrial 
establishments. The projects and works were gigantic, and in 
the end they ruined him, though Arkwright saved him from 
bankruptcy. Generosity marked both the planning and the 
industrial policy. Apprentices were not exploited. In local 
memory, and likely enough in fact, they had porridge and bacon 
for breakfast and meat for dinner daily. ‘‘ If Carlyle had chanced 
on the records of Mellor ”’—so Unwin ended his book—“ as well 
as on Jocelyn’s Chronicle, he might have struck a juster balance 
between Past and Present.” 

Commercial organisation, social habits, popular religion, the 
mind of the eighteenth-century business man, are only some of the 
matters illustrated in the letters and trade records with which the 
book is crammed. How Oldknow raised the wind for his too 
ambitious enterprise at Mellor; how he issued his own paper 
money; with what forms and precautions he approached—he 
never concluded—a matrimonial alliance; what the relations 
were with his London wholesaling correspondents, the Saltes, who 
wrote him delightful, leisurely, sententious letters ; how he trained 
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overseers and managers and how others tried to get them away 
from him; how fashion and war, boom and slump, played with 
him and his fortunes; how he farmed splendidly at a loss and 
ran lime-kilns which did not pay, and built bridges and invested 
money in canals; what he paid his weavers and what his running 
costs were at Mellor in 1797—all is here. He died in 1828, aged 
72, still, one is glad to think, “in possession of the estate with 
all the prestige of a country magnate who was at the same time 
the founder of an industrial community,” though things so lay 
between him and the Arkwrights that everything passed to them, 
as chief creditors, at his death. There is nothing small or mean 
about the man and no line from Gradgrinds in his sanguine open 


face. 
J. H. CLAPHAM 


EDMUND VILLEY 


As Professor in the Faculty of Law at the University of Caen, 
Edmund Villey, who died last December at the age of 76, had 
taught Political Economy for nearly half a century. His allegi- 
ance to the classical school never wavered; and he ever defended 
individual liberty against State intervention and the encroachments 
of Socialism. But this did not prevent him from taking part 
in plans for social improvement, in particular the provision of 
cheap houses. Among the numerous books which he published 
may be distinguished, Du réle de V Etat dans Vordre économique 
(1882), Principes d’Economie Politique (1893), Charles Fourier, 
L’Guvre Economique de Charles Dunoyer. Many of his books 
were crowned by the Academy of Moral and Political Sciences, 
of which he was elected a member in 1916. 

When the Revue d’Economie Politique was started in 1881, 
Villey accepted a seat on the Committee of Management as 
representative of the Classical Economy; earning the gratitude 
of those who feared that the then all-powerful Liberal School 
would boycott the new review. But while acting in this generous 
spirit Villey remained faithful to his principles. In the chronicle 
of Legislation which he drew up for the Review from its inception 
he never failed to criticise any laws which savoured of State 
Intervention. If these chronicles were collected into one or 
more volumes we should have a complete, if somewhat critical, 
history of the Labour legislation in France for the last thirty 
years. 


CHARLES GIDE 





160 THE ECONOMIC JOURNAL [MARCH 


CurrRENT Topics 


THE following have been elected to membership of the Royal 
Economic Society : 











Abe, T. Crick, F. S. O. Hayward, H. 
Ailawadi, N. D. Crick, W. F. Hetherington, A. C. 
Aiyar, A. V. R. Darling, B. Hipwell, H. H. 
Alexander, D. Davidson, A. C. Hodkin, Capt. T. W. 
Alexander, Euphe- Davies, Gwilym J. Honeyman, Rev. P. 

mia H. Doyle, W. F. A. W. 
Angell, James W. Drew, H. H. Horridge, F. G. 
Baker, L. J. Du Bois, Charles G. Hottenstein, M. 8. ) 
Baker, Mervyn B. Duke, W. W. Howells, D. E. | 
Ballard, Prof. L. V. Easterby, E. M. Hummel, J. 
Batson, L. P. Edwards, N. H. Ingram, H. H. D. 
Beck, G. H. Elsbach, R. H. Iyer, E. S. A. ; 
Belcher,Prof.Alice E. Escher, W. C. Jauncey, H. q 
Bellman, H. Evans, G. E. Jefirey, J. i 
Bethke, W. Evans, William P. Jeidels, Dr. O. 
Bhartiya, N. K. Fenton, A. G. Johnson, Prof. E. H. 
Bidey, A. A. Ferguson, T. J. Johnston, R. H. 
Blair-Smith, H. Firman, A. B. Johnstone, W. R. P. 
Boddington, W. H. Fleisher, A. Jones, Hugh 
Boggon, J. H. Fletcher, C. B. Jones, Prof. R. F. 
Bongard, R. R. Foster, T. N. Joynt, T. A. 
Bouldin, G. Garver, Prof. F.B. Kadomtzeff, B. P. 
Brison, C. 8. Ghosh, M. K. Kahn, M. G. 
Brokenshire, F.H. Ghosh, N. C. Kanagat, B. N. 
Brown, R. G. Godby, H. W. Kaul, B. N. 
Browne, A. G. Gould, J. 8. Kaul, Maheshwar N. 
Browne, C. H. Guillebaud, Rev. Kay, A. 
Cadbury, Laurence J. Harold E. Keir, J. S. 
Calman, H. L. Guy, A. E. Kelsey, E. L. R. 
Canaganayagam, N. Guy, E.S. Kenandine, E. 

M. Haller, C. T. Kiernan, T. J. | 
Case, Walter S. Hamilton, D. J. W. Kilpatrick, T. McC. r 
Challiner, H. Hardwick, J. W. Knight, A. T. 
Clause, W. L. Hardy, E. W. Levin, A. 
Cools, G. Victor. Hargreaves, E. L. Lewis, H. 8. 
Comish, Prof. N. H. Harr, Dr. L. Lovejoy, Frank W. 
Copley-May, H. Harris, B. T. Lynch, D. D. 
Crerar, R. Hawes, Stanley T. Makin, F. B. 

| 
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Marshall, 8. Roy, K. N. Strackbein, O. R. 
Mathur, H. C. Sakhuja, P. C. Subbaiya, P. S. 
Mehta, R. D. Saraswat, M. Subbiah, A. 

Mikhail, S. Sarma, N.S. R. Talbott, A. L. 
Miller, R. D. Scott, A. J. Tewari, R. K. 
Morford, H. F. Singh, B. N. Thompson, Henry J. 
Naik, D. P. Singh, Prof. G. N. Thorn, Leslie H. 
Nash, A. W. Slessor, M. Thorne, W. J. 
Osborne, Cyril. Soames, G. H. D. Turnbull, C. L. 
Osborne, J. A. C. Soper, L. C. Verma, N. K. 

Park, J. W. Smith, J. L. Waterman, A. H. 
Parkes, H. E. Smith, R. J. T. Westerfield, Prof. 
Parsons, P. Smithies, W. W. R. B. 

Perrin, F. J. Steadman, F. Weston, I. W. 
Pinnock, H. L. Stell, E. G. Wheldon, H. J. 

Raj, M. Stevenson, C. Mab- Wilkinson, A. N. 


Ram, Prof. V. S. 
Richards, C. S. 
Ross, L. 


erly, M.D. 
Stewart-Jones, W. A. Wilson, H. A. R. J. 
Stocker, Edgar P. 


Wilson, C. 


Zaitzeff, Prof. A. F. 


The following have compounded for life membership : 


Angell, James Waterhouse. 

Baker, Mervyn Bruce. 

Cadbury, Laurence John. 

Davies, Gwilym John. 

Du Bois, Charles G. 

Evans, William Pugh. 

Guillebaud, Rev. Harold Ernest. 

Hodkin, Captain Thomas Wil- 
liam. 

Honeyman, Rev. Percy Allan 
Whorlton. 

Jagtiani, H. M. 

Joshi, Prof. R. M. 

Kaul, Maheshwar Nath. 

Lee, H. S. 


Lovejoy, Frank W. 

Mackintosh, Prof. W. A. 

Osborne, Cyril. 

Pilcher, R. G. 

Stevenson, Claude Maberly, 
M.D. 

Stocker, Edgar Percy. 

Thompson, Henry James. 

Thorn, Leslie Hasler. 

Trant, J. B. 

Ray, R. 

Robinson, Mrs. M. E. 

Rukmini-Amma, Miss C. 

Zaitzeff, Prof. A. F. 


The following have been elected to library membership : 
Library of Abo Academy, Finland; Commerzbibliothek, Ham- 
burg; General Library, University of Georgia, U.S.A.; Girton 
College Library; Irving Bank-Columbia Trust Company, New 
York; North Carolina College for Women, U.S.A.; Providence 
Public Library, U.S.A.; Indiana University Library, U.S.A.; 
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Kansas State Agricultural College, U.S.A.; State University of 
Iowa Library; Murray Library, Lake Erie College, U.S.A.; 
Sydenham College of Commerce and Economics, Bombay. 


We record with regret the deaths of the following Fellows 
of the Society : 


Benson, W. A. S. (elected 1890). 


Birch, G. ( 5, 1920). 
Henderson, J. ( ,, 1891). 
Powell, Dr. Ellis( ,, 1906). 
Tritton, J. H. . « 1890). 
Watson, W. ( ,, 1922). 





Tue Master of Jesus College, Cambridge, has discovered in 
the archives of the college a Latin declamation by Malthus in 
his own handwriting, 1787, on the usefulness of the Classics in 
general education, and a Latin declamation by Coleridge, 1792, in 
his handwriting ‘‘ that the desire of fame is unworthy of a wise 
man.” Both were undergraduates of Jesus at the time of writing. 
In the Master’s opinion, the composition of Malthus is distinctly 
better than that of Coleridge, in point of good sense and Latin, 
as well as in caligraphy. 





Our Australian Correspondent writes :— 

“A present topic of discussion is the recent address of Mr. 
J. M. Keynes on the existing British policy in regard to the 
investment of capital abroad. The question of ‘‘ managed 
foreign investments’ by Great Britain is one which affects the 
Commonwealth directly, and it is felt by some that the writer 
named has yet to appreciate the feeling of many Australians on 
the topic. It has been long the traditional policy of Great 
Britain that her investors should be left completely free to place 
their capital wherever they consider they can get the best return. 
But side by side with this is the growing necessity, as it is 
conceived by many Australians, of building up the British Empire. 
It is rather embarrassing then to learn that it may be held to-day 
to be advisable to modify the policy of the Colonial Stock Act 
of 1900, and that Great Britain might much better be content 
with a volume of exports sufficient to pay for her imports, and 
apply surplus capital and labour at home, if national equipment 
is to grow as fast as population and the theoretical standards of 
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life. It is thought here that the English labour market must 
continue to show a surplus population, needing to be transferred 
over-seas where required for the development of Empire territory, 
and if population, then of necessity a portion of British capital 
must be transferred also. It seems to some a short-sighted view 
which would limit the British race and British capital to the 
‘homeland.’ It seems rather too late in the day for reviving 
such a policy of restriction. The family of young and rising 
communities constituting the Colonies generally would possibly 
find it harder to link up their future destiny fully with that of 
Great Britain (as they did in the war) with the heavy public 
debts and taxation thereby incurred—should the mother country 
endeavour to stand alone, and, as did the Labour Government in 
Great Britain, fail to appreciate the view of many Australians in 
regard to the Singapore base, and the Geneva protocol which 
may affect the present policy of a white Australia. It would be 
undesirable in any way to impel Australians to aim at a closer 
alliance with the United States.” 





Our Japanese Correspondent writes :— 

“‘ The loss of Professor Marshall is deeply regretted in Japan, 
where his works are very widely ! read and where he was highly 
respected. The writer of these lines being himself one of Prof. 
Marshall’s devoted pupiis, and having been favoured with his 
kindness from his return to Cambridge as Professor of Political 
Economy (January 1885) until his death, has written his biography 
for publication in the Political Science Journal for January, 1925. 
The article is divided into eight chapters under the headings of :— 

1. His birth and youthhood. 2. Schooling and family life. 
3. Active life and publications. 4. Theories and the environment. 
5. Works and deeds. 6. Character and hobbies. 7. Home and 
living. 8. End and wills. 

Marshall’s great services to science and to his country are 
carefully narrated, and the great help given him by Mrs. Marshall 
is also mentioned in detail. In writing this biography, the author 
was greatly benefited by the extensive and illuminating article 
contributed by Mr. Keynes to the Economic JoURNAL of 
September 1924, his indebtedness to which he desires here to 
acknowledge. It is the intention of the Economic Research 
Association, which includes leading economists in Japan, to 


1 His ‘‘ Economics of Industry ” (published in 1879 and 1892) and ** Industry 
and Trade ”’ were translated into Japanese and widely circulated. 
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hold before long a special meeting in memory of Professor 
Marshall.” 





“In addition to many works already published by Prof. K. 
Horiye of the Keio University, a new book has just come out. 
The title is “‘ The Critical Condition of Japanese Economy ”’ (price 
3 yen, 558 pages). In it, he discusses in detail the external 
and domestic pressure on Japanese economy arising out of the 
reorganization after the great earthquake, and international 
economic conditions. Among other important economic works 
during the three preceding months, I must mention “ Lectures 
on Economics ”’ (3 yen, 334 pages) by Mr. 8. Kawadzt (Professor in 
the Tokyo Imperial University), in which the author dwells 
chiefly on economic life and organization, as well as on value and 
prices. ‘‘ Researches on the Economic History of Japan” (10 
yen, 794 pages), by Mr. G. Uchida, late Professor of the Kidto 
University, is worthy of notice, being a work full of originality. 
Chapters on the economic history of Japan, on land and tax systems 
in different ages and on the history of economic study are the result 
of considerable research. “‘ Compendium of Economic Works ” 
(7.80 yen, 1043 pages), by Mr. Onodera, may also be mentioned. 
The works of Adam Smith, Malthus, Mill, Jevons, De Laveleye, 
Menger, Schmoller and Gide are carefully reviewed.” 





Our Danish Correspondent writes :— 

‘The Danish King, Christian IV, who died in 1648, was very 
enterprising. The Royal Mail, founded by him in 1624, has 
just celebrated its tercentenary. In the same year, through his 
action, Copenhagen—then a place with only 25,000 inhabitants 
against 700,000 now—obtained an Exchange, which has had 
much influence on Danish commercial life. The building was 
handed over in 1856 to the Danish Merchant Guild (Grosserer 
Societetet). On the occasion of the tercentenary of the Exchange, 
Mr. J. Schovelin, Commissioner of the Exchange, has published 
two volumes giving the history of the Merchant Guild, 1842-57, 
** Grosserer Societetets Komite,’’ of which the second volume 
gives a detailed account of the crisis of 1857. Mr. Schovelin had 
previously published in 1917 a volume on the history of the 
Merchant Guild, 1797-1842.” 





Our South African Correspondent writes :— 
«A movement has been started to institute an Economic 
Society of South Africa. Mr. H. S. Freemantle, formerly 
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Professor of History at Cape Town, and sometime member of the 
Union Parliament, has been the moving spirit in this; he hopes 
that the society will not be restricted to purely intellectual 
activity, but will be effective in bringing the influence of economic 
science to bear on the leaders of political and commercial life in 
the Union. 

** Dr. M. H. de Kock, lecturer on Economic History at Cape 
Town University, has been appointed to a seat on the Board of 
Trade and Industries.”’ 





ProFressor R. C. Mixs, of Sydney University, has successfully 
inaugurated a course of lectures on economic questions, including 
currency and foreign exchange, which was primarily arranged 
by the Commonwealth Bank through the University Extension 
Board. At the first lecture held in the Bank’s luncheon room 
in Sydney nearly 600 bank officers were present. 

Professor E. M. Moors, M.A., formerly lecturer in actuarial 
mathematics and statistics at Sydney University, and latterly 
member of the State Superannuation Board, died in Sydney on 
the 7th October, aged 65. 





ProFEessoR EpGEWoRTH has been elected a Foreign Member 
of the Royal Swedish Academy of Science. 

Professor Andréadés has been elected a Corresponding Member 
of the Academie des Sciences Morales et Politiques. 





Tue Thirty-seventh Annual Meeting of the American Economic 
Association was held at Chicago at the end of December. The 
principal subjects discussed were :— 


Readjustments of Law and Industry. 
The Economics of Advertising. 
Population and Natural Resources. 
Problems of Economic Theory. 

The World’s Monetary Problems. 
Psychological Problems of Industry. 


At the Session devoted to “The World’s Monetary Problems ” 
papers were read by Dr. T. E. Gregory and Mr. J. B. Bellerby. 





Unper the Peter Le Neve Foster Trust the Council of the 
Royal Society of Arts offer a Prize of £25 for an essay on “ The 
Effect of Trade Union Regulations on Industrial Output.” 
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Intending competitors must send in their essays not later than 
March 3lst, 1925, to the Secretary, Royal Society of Arts, John 
Street, Adelphi, London, W.C. 2, from whom further particulars 
can be obtained. 





TuE Council of the University College of North Wales, Bangor, 
invite applications for the post of Independent Lecturer in 
Economics, at a salary of £550. Fifty copies of applications and 
testimonials are required and must be received not later than 
March 30th, by the Registrar, University College of North Wales, 
Bangor, from whom further particulars may be obtained. 














RECENT PERIODICALS AND NEW BOOKS 


Economica. 

NovEMBER, 1924. Alfred Marshall. Pror. E. Cannan. The 
Growth of International Society. Pror. P.J. Nort Baker. Inter- 
national justice transcends the interests of individual States. 
Competitive and Social Value. Pror. L.T.Hosuovuse. “ The kind 
of life which results from every man seeking his own as best he 
can is not that which would be chosen by men envisaging Society 
as a whole and co-operating intelligently in the pursuit of its 
well-being.”” Short and Long Rates of Interest. F. Lavineton. 
Why the average levels of short and long rates differ, and how far 
their movements correspond in magnitude and direction, is 
shown by an ingenious method. Currency Reform in Poland. 
Dr. ADAM KrzyzANowskI. A strong Government and a balanced 
Budget have favoured the recovery from the orgy of inflation 
during which a gold dollar exchanged for over six million paper 
marks. 

Edinburgh Review. 

JANUARY, 1925. Rural Problems in the United States. Str HENRY 
Rew. Low prices—low in purchasing power—and high taxes— 
in some regions from 12 to 25 per cent. of net rent—are main 
causes of agricultural depression. Forests will be exhausted to 
supply paper, unless some process such as “ de-inking” and 
“repulping”’ old newspapers becomes available. Highland 
Rural Industries. F. F. GRanp. 


Labour Gazette. 


NovEeMBER, 1924. There is an interesting comparison of the levels 
of real wages in London and other capital cities (July 1, 1924). 
Index-numbers, whether based on the quantities of each kind of 
food in each country or on a sort of average international standard 
of working-class consumption, show for European capitals figures 
ranging from above 90 to below 40 compared with London as 100; 
but for Ottawa about 170, for Philadelphia over 200. 


International Labour Review (Geneva). 

NovEeMBER, 1924. The Forty-eight-hour Week and Industrial Efficiency. 
P. Sarcant Fiorence. If one standard length of working week 
must be chosen, the forty-eight-hour week probably best satisfies 
the criterion of maximum output with minimum accidents, lost 
time, and overhead charges. 


Quarterly Journal of Economics (Cambridge, Mass.). 
NoveEMBER, 1924. Alfred Marshall. Prof. ¥F.W.Taussic. A critical 
appreciation. The Distribution of Corporate Ownership in the 
United States. H. T. Warsnow. There has been an increase 











THE ECONOMIC JOURNAL [MARCH 


from about 4,000,000 stockholders in 1900 to about 14,000,000 
in 1923; with a shifting of ownership from the wealthy few to 
the middle and wage-earning classes. Competitive Costs and the 
Rent of Business Ability. A. B. Wotre. It is concluded that 
the “rent of superior entrepreneurial ability ” is “ inconsistent 
with the assumption of free price competition.” The Australian 
Income-Tax. D. B. Coptanp. The main conclusions of the 
Royal Commission (1920) are summarised. The complicated 
Australian graduation, though not approved by the Commission, 
still subsists. 


Labour Costs in the United States. F.C. Taussta. There is compared 


the physical product which a given amount of labour measured 
by units of time will yield in the United States with the corre- 
sponding product in England, Germany, or Japan. The causes 
of the differences are not taken into account. Thus the statement 
that the output of pig iron per worker is more than twice as great 
in the United States compared with England makes abstraction 
of the fact that the horsepower per worker in America was twice 
as great as in Great Britain. The output of coal per worker 
(irrespective of other factors) is some three times as great in the 
United States as in Great Britain. The output of yarn per worker 
is four times larger in the United States than in Japan. 


The American Economic Review (Cambridge, Mass.). 


DECEMBER, 1924. The Par Remittance Controversy. CHARLES S. 


Treretts. Economics and Portland Cement Prices. FRANK A. 
Fetter. Referring to a work on the subject, by H. P. Willis 
and J. R. B. Byers, who under the guise of uniform price appear 
to uphold economic fallacies and monopolistic exploitation. 
Fair Value for Effective Rate Control. Joun BavEr. A reply 
to Judge Ransom’s article in the June number. Relation of 
Farm Land Income to Farm Land Value. C. R. CHAMBERS. 
Interesting comparisons between the value of land at any time and 
rent present or future. New Measures in the Equation of Exchange. 
CarL SNyDER. New observations appear to throw new light on 
the relation of the rate of turn-over of bank deposits to the 
volume of trade. 


Journal of Political Economy (Chicago). 


OcTroBEeR, 1924. The Economic Future of our Agriculture. C. L. 


Houtmes. T'he Federal Reserve Bank Note. E. E. Cummins. 
Rate Regulation and Fair Return. C.O. Ruacirs. Referring to 
regulations limiting the earnings of public utilities. Huropean 
Currencies and the Gold Standard. Marcus Nap er. The 
restoration of the currencies of most continental countries in the 
continent of Europe would mean the introduction of the gold- 
exchange standard. 


DreceMBER, 1924. Regulation of Building and Loan Associations. 





H. F. Crark. Inequality and Accumulation. A. F. McGoun. 
Inequality as favouring the accumulation of capital is only an evil 
when it leaves the poor short of necessaries or renders the power 
of the rich dangerous. Objections to Family Wage System. Pau 
H. Doveras. Thirteen objections are stated and answered; 
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eg., to the objection that the opposition of the unmarried 
workmen would be fatal to the scheme it is replied that “an 
adequate campaign of education’’ would show that the married 
workman did not receive more for himself than the single.” ‘‘ The 
paying of the allowance to the mother would also lessen the 
jealousy of the single man.” Price Responsiveness of Wheat 
Growers. L. 8S. Lyon and T. Epwarp Rassigevr. Spring wheat 
acreage shows that growers in determining acreage are materially 
influenced by the price of wheat through the thirteen months 
preceding. 


Political Science Quarterly (New York). 


DEcEMBER, 1924. The Problem of Agriculiure. R. G. TUGWELL. 
Co-operative Marketing Finance. J. M. CoHapmMan. The Attempt 
to Establish the Eight-hour Day by International Action, II. H. 
Frets. Mercantilism in Richeliew’s Policy. F.C. Pawn. 


Annals of the American Academy (Philadelphia). 


NovEMBER, 1924. The Automobile is the subject of this number. Its 
“province and problems” are considered in some fifty short 
articles by different experts. Among social results it appears 
that the new facilities of locomotion favour the work of the 
Church, but render the home less than ever a place to live in. 


January, 1925. The subject of this number is the Agricultural 
Situation in the United States; treated by a number of writers. 


Journal des Economistes (Paris). 


OcToBER, 1924. L’augmentation du pouvoir d’achat par la baisse des 
prix. Yves Guyot. The moral is illustrated by the career of 
Henry Ford. Le “ British Annual Finance Act.” 1924. W.M. J. 
WILLIAMS. 


NoveMBER. Les inquiétudes de l’Homme moyen. Yves Guyot. The 
“ deviations ”’ of M. Herriot and those of Mr. Ramsay Macdonald 
are disquieting. L’exemple du traité commercial anglo-russe. 


A. MILLER. 


DecemBER. Les habitations en bon marché. G. DE Novuvion. Les 
Plus-values des fonds de commerce et le Fisc. 


JANUARY, 1925. La Situation financiére de la France. Yves Guyot. 
Les accords commerciaux. P. CassouTe. Venise et son avenir. 
P. Y. Scuittor. La culture du blé et la prehistoire. J. B. L. 
Les physiocrates et la Chine. J. Lerorr. 


Revue d’Economie Politique (Paris). 

SEPTEMBER-—OcTOBER, 1924. Le budget de 1925 et le crédit de la France. 
CuarRLeES Rist. La reforme monétaire en Pologne depuis le mois 
de mars, 1924. G. Nowax. Les nouvelles tendances de l’Ecole 
antichienne. G. H. Bousquet. Menger’s Grundsdtze and 
Wieser’s Theorie der CGesellschaftlichen Wirtschaft are praised ; 
but the writer’s highest encomiums are reserved for Schumpeter’s 
@konomische Entwicklung, whith is described as the most original 
and profound economic theory (with possibly an exception in 
favour of Pareto) that has appeared since Walras’ famous memoir 
on economic equilibrium. 
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Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 

Vol. 52, No. 3. The subjects of the principal articles are: The 
significance of the capitalistic system; The classification of 
existing forms of undertaking; The group-idea, so to interpret 
Die Masse, the essence of which consists in a spiritual (geistig- 
seelischen) bond that makes unity out of plurality. Among 
“* Mass-psychological elements ”’ are “‘ Wirerlebniss ” and other 
untranslateable phrases. Another article deals with the 
corporative and the hierarchical thought in Fascismus. 


Band 53, No.1. The article last named is continued in thisnumber. In 
an article on Progress the more cheerful prospects are chequered by 
four serious dangers—the dwindling proportion of the cultured 
races, the banality of capitalist manners, strife between classes, 
and war among nations. Follow seventy pages directed against 
the “ Universalismus ” which Othmar Spann opposed to the views 
of Max Weber and indeed of most modern philosophers vitiated 
according to Spann by “ Individualismus.”’ Time in Economics 
is discussed by EricH VOEGELIN with reference to the views of 
Marshall, Bhm-Bawerk, J. B. Clark, and many other authorities. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


-SEPTEMBER-OcTOBER, 1924. The principal articles are: On the 
foundation of economic science, a criticism of the conception 
“ Konjunctur ”’; The shifting of taxes. ‘ Poplarismus”’ is the 
title of reflections on Socialism and Poor Relief with reference to 
recent incidents in a London district. 


DeceMBER. The logical division of the general term Political Economy 
is elaborated by OrHMAR Spann. The consequences of changes 
in the value of money (Wahrung) to the several classes of the 
German people are lucidly analysed by Pror. EULENBERG. 


Zeitschrift fiir Volkswirtschaft und Sozialpolitik (Vienna). 

Vol. IV., Nos. 7-9. The subjects of the four articles are : The problem 
of democracy in Greek political philosophy (Staatslehre); Schum- 
peter’s theory of Distribution—the determination of the share of 
the product accruing to each factor of production; Agricultural 
policy in Russia, 1914-1923; The Platonic conception of the 
State. 


Zeitschrift fiir die Gesamte Staatswissenschaft (Tiibingen). 
1924, No. 2. Among the subjects dealt with are: The Newspaper 
Industry, Stabilising the Mark, The Russian Agrarian Revolution, 
Agricultural production on a large and on a small scale during the 


War. 


1924, Nos. 3 and 4. The comparison between production on a large 
and on a small scale in agriculture during the War is concluded 
by Dr. UHLE; who contends that the large concerns were not 
the most productive. Among other articles may be mentioned 
that of Dr. R. KeERscHiaGe on the currency systems of the 
States which have succeeded the Austro-Hungarian Empire. 
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Weltwirtschaftliches Archiv (Jena). 


JANuARY, 1925, No. 1. The conception of the class struggle, The 
critical time (Schicksalstunde) for German industry, Agrarian 
policy and protection, are among the subjects treated. 


De Economist (La Hague). 

DrcEMBER, 1924. Kapitaalvorming. . . . Dr. C. A. VERRIJN STUART. 
Against the ‘abominable doctrine of class-war’’ economic 
reasoning fortified by the theory of margins shows that the 
formation of capital is advantageous to the working-class. 


Giornale degli Economisti (Rome). 


NovemBErR. II piano regulatore di Messina e i Suoi effetti economici. 
M. Botprini. A criticism of the plan for the reconstruction of 
Messina; which, among other difficulties, has encountered an 
unexpected increase in the population. 


, 


DECEMBER, 1924. Tecnica é disoccupazione. A. G. CANINA. 
Technical improvement may in critical times prove detrimental 
to the working classes. L’opera di Alfredo Marshall. G. DEL 
Veccn1o. ‘The co-ordination of Ricardian and Jevonian 
doctrines is said to have been effected by Marshall and Pantaleoni. 


La Riforma Sociale (Turin). 

NOvEMBER-DECEMBER. Maffeo Pantaleont. Umperrto _ Ricct. 
Popolazione e risparmio in Italia. V. Porrt. The growth of 
population is compared with the growth of capital. 

Annali di Economia (Milan). 

1924, Vol. I. The first volume of this new periodical consists of 
these four articles: La peripezie monetaire del dopoguerra. 
AcHILLE Loria. La terra e Vimposta. Luiat Eryavpt. Problemis 
di economia visti di uno statistico. Corrapo Grint. La produ- 
zione del suolo italiano. FuLvio ZuGARO. 





NEW BOOKS 
English. 


AcwortH (Str Witt1aM M.). The Elements of Railway Economics. 
New edition revised and enlarged by the author and W. T. STEPHENSON. 
Oxford : Clarendon Press. 1924. Pp. 216. 


BHATNAGAR (BRIGOPAL). Currency and Exchange in India. 
Allahabad: Ram Narain Lal. 1924. Pp. 139. 


[The author is lecturer in Economics at the University of Allahabad. | 


Birkbeck College Centenary Lectures. With a preface by the Ricut 
Hon. J. Ramsay Macponatp. London University Press. 1924. 
Pp. 178. 


[Of the seven lectures here collected the one on Evolutionary Economics by 
Sir William Ashley most concerns the readers of this JouRNAL. Tracing the 
development—which he does not identify with improvement—of the study, 
Sir William points to several ‘‘ directions in which new phenomena may be 
expected to give birth to new theoretical ways of looking at things,” e.g. the 
prevalence of combination. | 
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BorcKEtt (R.). Labour Money. With an Introduction by the 
Ricut Hon. Viscount Mitner. London: Hopkinson. Pp.ix + 181. 
7s. 6d. 

Burns (C. Dewisytz). A Short History of Birkbeck College. 
London: University Press. 1924. Pp. 170. 

{On the occasion of the College’s Centenary the Lecturer on Philosophy 
describes the steps by which the College rose from the position of a Mechanics’ 
Institute to its present status as a school of the University of London. In the 
latter stages of this transformation Dr. Armitage Smith, whose loss was lately 
deplored in this Journat, played an important and gratefully remembered part. j 

Co-operative Congress. Report of the 56th annual Congress. 1924. 
Edited by A. WuiTEHEAD. Manchester: Co-operative Union. 1924. 
Pp. 654. 

Cox (Harotp). The Failure of State Railways. London: Long- 
mans. Pp. 40. 


GuosE (S. C.). A Paper on Railway Economics. Calcutta : 
Book Co. Pp. 108. 2s. 6d. 


[A useful booklet by a well-known writer and ex-railway officer. Worth 
special notice is his demonstration of the need to distrust conclusions drawn from 
broad general averages. He shows that one railway may have much higher 
average receipts per ton mile than another, though the individual rates of the 
two are the same, if a very large proportion of the traffic of the first line is low- 
class, while the second line deals mainly with high-class (and therefore high-rated) 
traffic. ] 

GuosH (J.). A Study of English Theories of Rent. Calcutta : 
Majumdar. 1924. Pp. 281. 


GuosH (J.). History of Land Tenure in England. Second 
edition. Calcutta: Majumdar. 1924. Pp. 380. 


Horrocks (J. W.). A Short History of Mercantilism. London : 
Methuen. 1925. Pp. 249. 


Joap (C. E. N.). Introduction to Modern Political Theory. 
Oxford: Clarendon Press. 1924. Pp. 127. 


JonES (RoBERT). Everyone’s Economics. London: Sidgwick and 
Jackson. 1924. Pp. 304. 5s. 


KATZENELLENBAUM (S. S.). Russian Currency and Banking. 
London: King. 1925. Pp. 198. 

[The author, who is Professor of Economics at Moscow University, in 
presenting this English version of writings published in Russian, seeks both to 
bring the facts before the British public and also to promulgate his theories 
respecting the depreciation of a paper currency. ] 

Keren (F. N.). The law relating to Public Service Undertakings. 
London: King. 1925. Pp. 320. 

[The undertakings are such as railways, canals, tramways, supply of water, 
gas, and electricity, harbours, docks, etc. The undertakers are public authorities, 
companies, and private individuals. The survey of the legal position is based 
on lectures delivered at the London School of Economics. ] 

Kook (M. H. pz). Selected Subjects in the Economic History of 
South Africa. Cape Town: Juta. 1924. Pp. 475. 


LoWENFELD (HENRy). Justice in Dealings on Aristotle’s Plan. 
London: J. Murray. 3s. 6d. 

Mackintosh (W. A.). Agricultural Co-operation in Western 
Canada. Toronto: Ryerson. 1924. Pp. 173. 
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Rappoport (Dr. A. §.). Dictionary of Socialism. London: 
Fisher Unwin. 15s. 


Reiss (RicHarp). The New Housing Handbook. London: 
King. 1924. Pp. 199. 


Stamp (Sir JosiaH). Studies in Current Problems in Finance and 
Government. London: King. 1924. Pp. 342. 


Wapra (P. A.) and Josui (G. N.). The Wealth of India. London: 
Macmillan. 1925. Pp. 438. 

[The authors, one a Professor, the other a Lecturer in Wilson College, Bombay, 
aim at “formulating an economic policy for India.” They survey accurately the 
economic conditions of the country, ready to improve them by ideas adopted 
from the West—e.g. some degree of birth-control—-but cherishing the mentality 
of the East, ‘‘a heritage from the part woven into the very fabric of our being, 
and embodied in our poetry, philosophy, art, and religion.’’] 

WaxinsHaw (W. H.). The Solution of Unemployment or the 
Social Credit Theorem of Major C. H. Douglas. Newcastle-on-Tyne. 
1924. Pp. 289. 


WituarpD (Myra). History of the White Australia Policy. Mel- 
bourne: University Press. 1923. Pp. 217. 


WituiaMs (D. J.). Capitalist Combination in the Coal Industry. 
London: Labour Publishing Co. 1924. Pp. 176. 


American. 


Bye (Raymonp T.). Principles of Economics. New York: 
Knopf. 1924. Pp. 508. 


FIrLENE (Epwarp A.). The Way Out. New York: Doubleday. 
1924, Pp. 306. 

[A secondary title describes the work as a forecast of coming changes in 
American business and industry. ] 

Hatt (Lincotn W.). A Study of Cyclical fluctuations in the 
National Bank System during the Years 1903 to 1921. Philadelphia : 
University of Pennsylvania. 1923. 

[A doctorate thesis. ] 

Harrison (SHELBY M.). Public Employment Offices. Their 
purpose, structure, and methods. New York: Russell Sage Founda- 
tion. 1924. Pp. 685. 

[On the work of public Labour Exchanges in the United States.] 


Horrocks (J. W.). A Short History of Mercantilism. London : 
Methuen. 1925. Pp. 247. 

[A compendium beginning with ancient times and extending to distant 
countries such as Russia and Japan.] 

JEROME (Harry). Statistical Method. New York: Harper. 
1924. Pp. 395. $3.50. 


Jones (Exiot). Principles of Railway Transportation. New 
York: Macmillan Co. 1924. Pp. 607. 


McGRANE (REGINALD C.). The Panic of 1837. Chicago: Uni- 
versity Press. 1924. Pp. 253. 

{‘‘The close relationship between business and politics, the clashing 
ambitions of Andrew Jackson, Nicholas Biddle, and Martin Van Buren,” 
together with ‘‘ financial problems of the Jacksonian era ” are set forth.] 
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Mitts (Freprerick CeciL). Statistical Methods applied to 
Economics and Business. New York: Holt. 1924. Pp. 604. 


[‘‘ No attempt has been made to secure the brevity of exposition desirable in 
a strictly mathematical work.’’ Mr. Mills, a Professor of Business Statistics in 
Columbia University, writes ‘‘for the learner, not for the finished master.” The 
arrangement and typography are unusually clear.] 


Ryan (Frankuin W.). Usury and Usury Laws. Boston: 
Houghton. 1924. Pp. 247. 

[The book is one of those to which a prize has been awarded by the 
distinguished Committee who fix the subjects and select the candidates for the 
prizes generously offered by Messrs. Hart Schafner and Martt of Chicago. The 
author is Instructor in the Harvard Business School. ] 

SeticMan (E. R. A.). Income Taxes and the Price Level. New 
York. Academy of Political Science. 1924. Pp. 23. 

[An address showing that a general tax on all income is not directly shifted, 
but may indirectly affect prices by checking accumulation and enterprise.] 

Srureis (Henry S.). Investment a New Profession. New York : 
Macmillan Co. 1924. Pp. 210. 


VaLGREN (Victor N.). Farmers’ Mutual Life Insurance in the 
United States. Chicago: University Press. 1924. Pp. 186. 

[The author is an official on the Bureau of Agricultural Economics and has 
acted as investigator of agricultural insurance. | 

VEBLEN (THORSTEIN). The Theory of the Leisure Class. An 
economic study of institutions. London: Allen and Unwin. 1924. 
Pp. 404. 10s. 6d. net. 


VEBLEN (THORSTEIN). Absentee Ownership and Business Enter- 
prise in Recent Times. The case of America. London: Allen and 
Unwin. 1924. Pp. 445. 10s. 6d. net. 


VEBLEN (THORSTEIN). The Vested Interests and the Common 
Man. London: Allen and Unwin. 1924. Pp. 183. 5s. net. 


French. 


AFTALION (ALBERT). L’industrie textile en France pendant la 
guerre. Paris: Presses Universitaires. 1924. Pp. 260. 20f. 

[This volume and that of Prof. Hauser mentioned below are the two first of 
the monographs on the economic history of the war published by the Carnegie 
endowment which have appeared in French. The series of monographs is to 
appear in eight languages. | 


CAaSAMAJOR (JEAN). Le Marché & Terme des Changes en France. 
Paris: Dalloy. 1924. Pp. 270. 

Dusrevit. La Republique industrielle avec preface de CHARLES 
GipE. Paris: Bibliothéque d’Education. 1924. Pp. 216. 7f. 


[The main object of the book is to prove that the particular form of co- 
operation among operatives known in France as “‘ commandite d’ateliers ”? and 
in Italy as “‘ Societa di lavoro”’ or “‘ di bracchianti,’’ conduces to production 
and industrial peace.] 

Grraup (EmiLe). La crise de la démocratie et les réformes 
nécessaires du pouvoir legislatif. Paris: Giard. 1925. Pp. 239. 


HavsER (HENRI). Le probléme du regionalisme. Paris: Presses 
Universitaires. 1921. Pp. 176. 20f. 


[See Aftalion above.] 
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Hecut (Joun 8.). La vraie Richesse des Nations. Esquisse d’une 
nouvelle civilisation et de ses bases Economiques. Paris: Giard. 
1925. Pp. 416. 


Jarré (Witu1aM). Les théories Economiques et Sociales de 
Thorstein Veblen. Paris: Giard. 1924. Pp. 185. 


Masse (RENé). La production des Richesses. Paris: Giard. 
1925. Pp. 979. 
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LaumM (BERNHARD). Heiliges Geld. Tiibingen: Mohr. 1924. 
Pp. 164. 

[A subtitle describes the work as an historical inquiry into the “ sacral ”’ 
origins of money; offerings in kind becoming commuted for symbols taking the 
form of money.] 

Hann (ALBERT). Geld und Kredit. Tiibingen: Mohr. 1924. 
Pp. 146. 


MEERWARTH (Dr. R.). Nationalékonomie und Statistik. Berlin : 
Gruyter. 1925. Pp. 506. 


Pexak (Dr. Joser). Irrtiimer und Gefahren der Bodenreform. 
Prague: Lerche. Pp. 103. 

[The booklet is translated into German. The author is a Professor in the 
Karl University of Prague.] 


‘ 


Italian. 


Marconcini (F.). Saggio sulla rendita e sulle sue modifica- 
zioni imputabili all’azione dei mezzi di trasporto. Milan: “ Vita e 
Pensiero.” 


Mazzer (Jacort). Politica Economica Internazionale Inglese, 
prima di Adamo Smith. Con prefazione del Prof. Marco Fanno. 
Milan: ‘“ Vita e Pensiero.” 1924. Pp. 460. 

(The origins of English economic greatness are traced down to the publication 
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